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INFORMATION REQUIRED FOR FORM 10.K

PART 1
Fen Y. Busines:

Informtion as to the Regist-ant's business, including its lines of business required by this item,
is conta -ed under the caption “Description of Business” in the Preliminary Prospectus, dated
March 31, 1975 (hereinafter referred to as the “Preliminary Prospectus™) includ «d in Post-Effec-
tive Amendment No. 3 to the Registration Statement (Registration No. 2-41036), filed with the
Securities and Exchange Commissim on March 31, 1975 (hereinafter referred to as the “Post-
Effective Amendment”), a copy of which prospectus is included in this report as Annex A.

ltem 2. Summary of Operations.

The summary of operations for the Registrant and management's discussion and analysis re-
quired Dy this item is contained under t.1e caption “Consolidated Statement of Income” in the Pre-
liminary Prospectus included in the Post Effective Amendment.

Effective with the vear ended December 31, 1974, the Registrant changed its method of account-
ing for dyestuffs and pigments inventories from the average cost method to the last-in, first-out
("LIFO”) method. See Note A of notes to Consolidated Statement of Income. The change to
the LIFO method was made to mose realistically match current costs with current revenues.

Item 3. Properties.

Information as to the location and general character of the Registrant's principal physical
properties required by this item is contained under the caption “Description of Business-—Facilities”
in the Preliminary Prospectus included in the Post-Effective Amendment,

Item 4. Parents and Subsidiaries.
The Registrant has no parent,

All subsidiaries named below are included in the Consolidated Financial Statements.
Percentage
Stateor of Voting
Cotntryof Securities
Tncr . cation
United States
Genanil Realty Corporation New Vork
Lenco Photo Products, Inc. .. Delaware
GAF Export Corporation Delaware
GAF Communications, Inc. « .. vvvveerereiaresnnees Delaware
GAF international Corporaticn .. viveereesssns Delaware
GAF Realty Corporation ..vceeuvuas veeeessenassess  Delaware
Brazil
GAF do Brasil .......ov0vveens TR vevesssses  DBrazil

Dominion of
Mexico Canada
GAF Corporation de Mexico, 5.A.de C.V. .......... Mexico
Europe
GAF (Belgim) NV, eeevenriianecnninaenns ..., Belgium
GAF (Danmark) A/S .. Denmark
GAF (France) S.A .......neuuee .. France
GAF (Deutschland) Gmb.H. ..... Germany
GAF (Great Britain) Limitza . .. England
GAF (Treland) Limited Ireland
GAF (Ttalia) Sird. .ocovveennnnns Italy
GAF (Nederland) BV, .. Netherlands
GAF (Norge) A/S ioovevnnnnn ... Norway
 GAF (Osterreich) GmbH. ............ . Austria
GAF (Svenska) AB ........ cesveesenne ... Sweden
GAF (Switzerland) AG. «..vnennnnenns . ceenr  Switzerland
. Helioprint Hellas SAA. ..... erreessneevecesessnses  Greece

GAF Japan Ltd, o.vvuiveeeeiiianiiniiniinncanssnns Japan
Australia
GAF (Australasia) Pty Limited .............. veeve. Australia
GAF (1972) Pty Limited 100

Not included -in the above schedule or consolidated in the Consolidated Financial State-
ments are other subsidiaries which, if considered in the aggregate as a single subsidiary, would
not constitute a significent subsidiary. Individual financial statements of such subsidiaries have
been oruitted,
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‘The Regisirant owns 49% of the comrmon stock of Therr'< 3} Developments of Canadu, Limited, i
2 Catadian corporation, which is included in the consolidued financial statements on the equity :
wethod. i
Item 5. Pending Legal Proceedings.

Information as to material pending legal proceedings required by teis item is contained unde: the
caption “Description of Business—Litigation” in the Preliminary Prospectus included in the Post-

Effective Amendment. ' .
. Item 6. Incresses und Decreascs in Ontstanding Securities, !
$1.20 Convertible :
Preferred Stock Common Stk ’

Number of shares cutstandingy at December J1,
‘ J 7 3,105,009 13,673,279

Conversion of Preferred Stock:

April 18, 1974 ... (20) 25

October 4, 1974 . &l)g) 12 - O

December 3, 1974 . .....c..ovvennn . (200) 250 .
Purchase of treasury shares: :

September 25, 1974 ....\uveriiiinennas . (495,600) AN

September 24, 1974 . (68,400 . -

,400)
November 26, 1974 . (8,000) (76,400)
Shares reacquired under the Restricted and Un- ;
restricted Stock Purchase Plan: ; .
January 9,1974 ... iieiiennn i 2,000) : e
March 5, 1974 .
May 12,1974 .. '
May 15,1974 .. .ooiiiiiiiiiiiaieaaiin (15,000)

i
May 31, 1974 (o) !
July 15, 1974 .. 2,000) !
August 1, 1974 5,000) :
August 2, 1974 .. 2.000) i :
August 31, 1974 . 500) ! L
November 7, 1974 .... . . 2,060) ; s
December 2, 1974 ..iiovivviiiiininiin 1,600) (40,200) ; o
Shares issued under incentive compensation plan: : g -
May 1, 1974 . ooiiiiiiiiiniinnenn, 120 >
June 1, 1974 ...l e 34 !
July 8, 1974 ... .. RN 173 ;
October 1, 1974 ..., 35 632 i
Sale of treawnry shares under the Restrict.d and !
Unrestricted Stock Purchase Plan:
AHiL 2, 1974 .\ eeieiiieee e 5,000
. - Number “of shares outstanding at December 3], EEEEEEE e
72 S S 3,029,011 13,142,766
Number of stock options outstanding at December
31, 1973 oot . - 175,400
Options granted—February 11, 1974 .......... 68,000
Options terminated—various dates ........ veas (65,350)
Number of stock options outstanding at Decem-
ber 31, 1974 oo viniiiiiiiiiiiiinnn Ceenies — 178,050
5 A
Convzgﬁble Co:vé?ébk I
Subordinated Subordinated B
Notes Notes i
Principal amount outstanding at December 31,1973 .. $ 26,700,000 - $3,600,000 i
Annual prepayment of principal on April 1, 1974 ... (200,000) ¢
Repurchased and cancelled: ' .
February 1, 1974 ....ooiiiiiinnnniiiiienes $(15,185,000) !
Fevruary 15, 1974 . {600,000) { :
May 31,1974 ...oiiiiiiininns : (2,715,000)  (18,500,000) i
Principal amount outstanding at December 31, 1974 $ 8200000  $3,400,000 % g
Registrant's Form §-K for December 1974 (Commission File No. 1-5026) is incorporated by §
reference as a dlescription of other securities sold in reliance upon an exemption from registration kS
provided by Section £(2) of the Securities Act of 1933. % 5
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item 7. Approsimate Numbsr of Equ'ty Security Holdz2rs at February 28, 1975.
@)
Q) Number of
Title of Class Record Holders
Preferved Stock ($1 par value) ...... e v
Common Steck ($1 par value)
5% Convertible Subordinated Notes +.vvvvv.ovnn
553% Convertible Subordinated Notes
Ftem 8, Execative Qfficers of the Registrans,

The names and ages of tiie executive officers of the Registant as of March 26, 1975 th. ‘e
from which they have served os officers and their vresent positions with the Regisiznat are as
follows:

Jesse VWerner January 1959  Chairman of the Board and President

Philip B. Dalton .......... September 1964 Exccutive Vice President

Juliett« M. Moran October 1967  LExecutive Vice President

James T. Sherwin June 1971 Executive Vice President

James M. Cloney August 1966  Semior Vice Presideat

Joseph G. Hall May 1970 Senior Vice President

Frank T. Campagaa July 1973 Group Vice President (International)

R. Power Fraser June 1968 Groulp)\iicc President (Building Prod-

ucts

N. Paul Klaas veen January 1972 Group Vice President (Chemicals)

Ruymond ). Wilcox Janvary 1972 Group Vice Piesident (Photo & Repro)

Raymond Addeo ......... 56  January 1972  Vice President (Photo & Repro

Marketing)
John J. Butler October 1972  Vice President (Building Products
Marketing)

George F. Dappert ....... 53 November 1974 Vice ;"rcsident (Chemical Manufactur-

ing

Thomas A. Dent ......... October 1967  Vice President (Technical Services)

January 1974 Vice President and Controller
November 1974 Vice President (Building Products
Manufacturing)

Alfred Geduldig December 1974 Vice President (Public Relations)

JohnF. Gow ...ovviinnns June 1971 Vice President (Personnel Relations)

Simon W. Kantor ........ August 1972 Viee l-gesidem (Research anc¢ Develop-

. I : - men : -

Frederick W. McNabb, Jr... 42 November 1974 Vice President, General Counsel and

Secretary
Richard C. Mullen ........ 47 November 1974 Vice President (Photc & Repra
Manufacturing)

Jay R. Olson .......... .. 41  September 1970 Vice President and Treasurer

Alfred P. Rimlinger ....... 58  January 1972  Vice President (International Services)

Jack Scheckowitz January 1972 Vice President (Advertising and

Promotion)

Raymond W. Smith November 1974 Vice President (Chemical Marketing)

Richard F. Smith November 1974 Vice It’x)-esident (Commercial Develop-

men

All of the executive officers, except Messrs. Dappert, Faneuf, McNabb, Mullen, R. W. Smith
and R. F. Smith, who were elected at a meetivg of the Board of Directors on November 20, 1974, and
Mr. Geduldig, who was elected at a meeting of the Board of Directors on December 16, 1974, were
elected by the Board of Directors on April 23, 1974. All of the executive officers were clected t0
serve until the first meeting of the Board following the next Anaual Meating of Stockholders,

Al of the executive officers namied above have been in the employ of the Reugistrant or jts sub-
sidiaries for more than five years except as follows: Prior to joining the Registrant in 1974 Frederick
W. McNabb, Jr. was Vice President, General Counsel and Secretary of Continental Investment
Corporation since 1971 and prior to that was a partner in the law firm of Goldstein, Goldman,
Kessler & Underberg. Edward J. Devlin was Senior Vice President—Administration of The
Duplan Corporation from 1972 until he joined the Registrant in 1973; prior thereto he was Vice
President, Finance and Administration, Consumer Products Division of Gulf & Western Industries,

3
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Inc. from 1969 to 1572 Alired Geduldig jeined the Registrant in 1974 and prior to that had bsen 2
public aFair- executive with Mobil Oii Corporation. Simon W. Kantor was Manager of the Poly-
rae- Chemistry Branch of the General Electric Company Research Development Center in Sche-
netady, New York from Januacy 1968 until he joined the Registraat in Auguwst i972. N. Paal
Klaas was Executive Vice President of Wyomissing Corporation for more than five years pricr to
1971 when be joined the Registrani. Jay R. Olson was Vice President and Treasurer of Diversa-
Graphics, Inc. from 1969 until he joined the Registrant in 1970. Prior to joining the Registrant in
1971, Rictard C. Mullen was Director of Manufacturing for Beaverite Products Ca., Inc.

Item 9. Indemnification of Directors and Officers.
Item 9 is omicted pursuant to General Instruction H, as the information required is unchanged
from that set forth inn the Registrant’s Form 10-K filed for the year ended December 31, 1971,

ftem 10. Financial Statements and Exhibits Filed.
(2) Financial Statements:

(1) The following financial statements of GAF Corperation and subsidiary companies are
contained ou the indicated pages in the Prcliniinary Prospectus included in the Post-
Eficctive Amendment and are incorporated by reference thereto:

Page Number
in Post-Effective
Amendment
Consolidated Statement of Income for the five years ended
December 31, 1974 4
Cor.-olidated Balance Sheet as of December 31, 1974 and 1973
Consclidated Statement ci Changes in Financial Position for
the five years ended December 31, 1974 ........ Cheerees
Consolidated Statement cf Sharcholders' Equity for the five
years ended December 31, 1974 ....... [P

Notes to Consolidated Financial Statements .......covvvee

(2) The following schedules for thie two years ended December 31,
1974 zie attached:

Schedw'e  V—Property, Plant, and Equipment

Schedule  VI—Accumuiated Depreciation of Property,
Plant, and Equipment

Schedule VIl--Intangible Assets

Scheduie VIII—Accumulated Amortization of Intangible
Assets

Schedule XII —Valuation and Qualifying Accounts and
Reserves .

Separate financial statements of the Registrant are omitted because its total assets, exclusive
of investments in and advances to consolidated subsidiaries, constitute 75 per cent or more of the
total assets shown by the latest consolidated balanice sheet filed and total gross revenues for the
Tatest period for which profit and loss statements are filed, exclusive of interest and dividends
received, or equity in income, from the consolidated subsidiaries, sonstitute 75 per cent or more
of the total gross revenues shown by the consolidated profit and loss statements filed.

Schedules, other than those listed above, are omitted because of the absence of the conditions
under which they are required or because the required information, where material, is shown in the
financial statements or the notes thereto.

The consent of independent certified public accountants to the incorporation by reference of their
opinion contained in the Preliminary Prospectus included in the Post-Effective Amendment is in-
cluded elsewhere herein.

(b) Exhibits:

B(3)(J) —Term Loan Agreement dated as of Decembe: 26, 1974-between GAF Cor-
poration, Morgan Guaranty Trust Compary of New York, Credit Suisse,
Manufacturers Hanover Trust Company, Chemical Bank, First National
City Bank, Irving Trust Company, Bank of America National Trust and
Savings Association and Mellon Bank, N.A. (Incorporated hy reference
to Registrant’s Form 8-K for December 1974 (Commission File No. 1- -
5026) Exhibit (h).)

B(3)(ii)) —Ferm of Reasselaer County Industrial Development Agency—1974 Series A
Poliution Control Revenue Bond (GAF Corporation—Sterling Drug, Tac.
Facility) dated July 1, 1974.

4
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[

Guaiuity by the Registrant to Morgan Guarauty Trust Company of New
York of 61.7% of the principal and interest o Rensselaer County Indus-
trial Development Agency 1974 Series A Peliation Control Revenue Bond
(GAF Corporation—Sterling Drug, Inc. Facility).

Icase Agreement dated as of July 1, 1974 among the Registrant, Sterling
Dsug, Inc. and Rensselaer County Industrial Development Agency.

Assignment of Lease dated as of July 1, 1974 Letween Rensselaer County
Industrial Development Agency and Morgan Guaranty Trus. Company of
New York.

Bond Purchase Agreement dated as of July 1, 1974 between Rensselzer
County Industrial Development Agency and Morgan Guarasty Trust
Company of New York.

Resolution adopted May 1, 1974 authesizing issuance of a pollution eontrol
revetiue bond by the Rensselaer Cuunty Development Agency.

Resolution adopted August 5, 1974 of the Rensselaer Count; Legislatare
pledging protection to bondholders.

The Registrant agrees to furnisi a copy of the above instruments to the Co:n-
mission upon request. The above instruments are omatted because the
tolal amount of the securities guaranteed does not exceed SZ{: of the total

assets of the Registrant and its subsidiaries un a consolid basis.

B@3y(iil) —Furm ot Broome County Indusirial Development Agency—1974 Series A

Pollution  Control Revenue Bond (GAF Corporation Facility) dated
May 1, 1974,

Guaranty by the Registrant to Morgan Guaranty Trust Compan( of New
Yourk of the principal and interest on Broome Count;: Industrial Develop-
ment Agency 1974 Series A Pollution Cuitrol Revenue Rond {GAF
Corporatien Facility).

Lese Agreement dated as of May 1, 1974 between the Regis rant and
Broome County Industrial Development Agency.

Acsiooment of Lease dated as of May 1, 1974 between Broome County
{adustrial Development Agency and” Morgan Guaranty Trust Company
of New York.

Bond Purchase Agreement dated as of Maf 1, 1974 between Broome County
Industrial Development Agency and Morgan Guaranty Trust Company
of New York.

Resolution adopted February 7, 1974 zuthorizing issuance of a pollution
control revenue bond by the Broome County Development Agency.

Reso‘l‘\ixtion of the Broome County Legisiature pledging protection to bead-
holders.

The Registrant agrees to furnish a copy of the ahove inst;uments to the Com-
mission upon requesi. ‘The above instruments arc omitted because the total
amount uf the securities guaranteed does not exceed 55 of the total assets
of the Registrant and its subsidiaries on a consolidated basis.

C(2)(3) —Computation of Earnings Common Share for tue Five Years Ended
@) Decermber 31, 1574, & x
Exhibit 14 to the Post-Effective Amendment is incorporated by reference.

C(2)(5) ~—Letter of Messrs. Haskins & Sells, independent accountants, with respect to
change in accounting principle.

PART 1I

Ttems 11 through 15 are omitted pursuant to General Instruction H since the Registrant has
fled with the Commission a definitive proxy statement pursuant to Regulation 14A, which involved
the election of directors.

SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of
1934, the registrant has duly caused this veport to be signed on its behalf by the undersignsd,
thereunts duly authorized,

GAF CorrozaTION
(Registrant)

By Feeoerick W, McMass, Jo.
Vice Presidint, General Counsel and Secretary

Date March 31, 1975
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SCURDULE ¥

GAF CORPORATION AND CONSOLIDATED SUBSIDIARIES

SCHEDULE V—PROPERTY, PLANT AND EQUIPMENT

Year Ended December 31, 1974
(Dollars in Thousands )

Balance st Balance st
hnnuz 1, Oxaer Chunged Decembder - ¢,
197 Retirements  Add (Dedxt: - ) 1974

§ 1,388 $ 18 $ 9,067
f.and improvements ......... 37 58 4411
Mineral properties ...... — - 746

Buildings and building equi
: F 100,132 147 2,302 (160) 100,307

Machinery and equipment ... 244 13 X 13,049 (102) 255048
Construction in progress .... 9,408 ) 54 86 21,143

"$360.004 } 710 §—  $9R

Nore.:
(a) Transfers btween accounts.

@' SCLOSURE® IF THE ABOVE PAGE IS Lsss CLEAR THAN THIS STATEMENT, IT18
DUZ TO POOR moroenvmc QUALITY OF THIS DOCUMENT.
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SCHEDULE YV

GAF CORFORATAON AND CONSOLIDATED SUBHIDIARIES

SCHEDULS: V—PROPERTY, PLANT AND EQUIPMINT

Year Ended Decembur 81, 1973
(Dollars in Thousands)

Balance st
Jmnu! 1, Additions Other Changes
Casnifizstion 197, at Cont Retircments  Add (Deduct)(a)

Land coivveveecuonsncenes § 9946 $ 346 $ 9 $—
Land improvements ........ 4,745 239 122 10
Mineral properties ......... 766 - 20 —

Buildings snd building equip-
MEDt vevverosoensenesens 106098 1,817 (48)

Machinery and equipment ...  23R517 25,281 38
Construction in progress .... 11,158 (1,750)

371230 925933 —

Nore:
(a) Transfers between acccunts.

IF THEABOVE PAGE 18 LESS CLEAR THAN THIS STATEXENT. ITIS
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SCHEDULE V1

GAF CORPORATION AND CONSOLIDATED SUBSIDIARIES v

SCEEDULE VI—ACCUMULATED DEPRECIATION OF PROPLRTY, PLANT AND EQUIPMENT

Year Ended December 31, 1974
(Dollars in Thousands)

Balance at Charged

Adcttlons
Costs

Balarco at
Ji 1, Other Changes  Desember
Claification 1972 Expenses RKetirements  Add (Deduct)(a) 1974

Mineral properties ......... 654 3 —

Buildings and building equip-
Mt +vvenerennsnriens 40114 1,366 (52)

Machinery and equipment ... 105,587 19,726 10,854 53 114512
$148395  $24212  $12,467 $160,140

to
and

Land improvements ........ $ 2040 $ 38 $ 24 $ (N
3
4,095

Nore:
(a) Transfers between accounts.
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e
EREe SCHEDULE VI E
BN GAF CORPORATION AND CONSOLIDATED SUBSIDIARIES i
. SCHEDULE VI--ACCUMULATED DEPRECIATIGN OF PROPERTY, PLANT AND EQUIPMENT R
S . i Yewr Ended December 81, 1973 9 -
g {Dollars in Thousands)
i
o Balmnoo st Charged to Balance ot
. J'-W 1 Costs and Ag;hetoimc(e;) Decelmvt;’eral. :
Land improvements ........ $ 1,868 $ 276 $ 107 $ 3 $ 2,040 f ¢
. Mineral properties ......... 652 2 - - 654 g
Buildings and building equip- .
ment seoiiviiiniiinin... 41,579 4,180 5,706 61 40,114
Machinery and equipment ... 101,267 18,742 14,358 (64) 105,587 '
$US366 23200  S0171  $—  $M8305 |
f NotE:
3 (a) Transfers betwecn accounts.
|
t . i
; ? i

A I ¥ S A O
-
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i

GAF CORPORATION AND CONSOLIDATED SUBSIDIARIES

SCHEDULE VI'-INTANGIBLE ASSETS

Yecr Ended December 31, 1974
(Dollars in Thousands)
Other
B e SE GEC ol
Dexcription 197 at Cost Expenses (Deduct) 1974
Cost in excess of net assets
acquired ......oeeeernie... $35,518 $— $— $(230) (b} $35,288
Sales routes(a) ...oavsoeene-. 4026 - — — 4,026
Patents and trademarks at nomi-
nal value(a) .ooevevriiennen 8 3 —_ —_ i1
NotEs: -

(a) The balances as of December 31, 1974 shown above are included in the consolidated balance
sheet under Other Assets.

(h) Application of income tax benefits reaiized through liquidation and merger into the Com-
pany of certain companies acquired in prior years,

G-I_EPA0019912



SCHEDULE VIX
GAF CORPORATION AND CONSOLIDATED SUBSIDIARIES

g AT T bR
B

: SCHEDULE VII—INTANGIBLE ASSETS
; " Year Ended December 31, 1973

(Dollars in Thocssnds)
‘ Bal Cther
; Tyt Addtions Gy Ada Deesmoer 1,
; - Description 1973 at Cost Expeises (Deduct) 0]
, Cost in excess of net nssets
i acquired ...iiiiiiiiiiens.. $36,063 $— $308(c) $(152)(b) $35,518
{ Sales routes(a) .....evveen... 4026 - — — 4,026
' Patents and trademarks at noti-
z ml value(a) ............... 4 4 —_ — 8 f
. Nores:
! () The balances as of Decanter 31, 1973 shown above are included in the consolidated balarce
sheet under Other Assets.
(b) Application of income tax benefits realized through liquidation and merger into the
Company of certain companies acquired in prior years.
(¢) In connection with the sale of the inventories and certain other assets of Lenco Photo
Products, Inc.

) 181588 GLEAR THAN THIS STATEMENT, IT18 |
T0 POOR PHOTOGRAPHIC QUALITY OF Tii'8 DOCUMENT.
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GAF CORPORATION AND CONSOLIDATED SUBSIDIARIES

SCHEDULE YITI—ACCUMULATED AMORTIZATION OF INTANGIBLE ASSET3
Year Ended Docember 31, 1974
(Dollars in Thowsands )

Balanca at

Jmu‘yl m
Description 194 Expenses

Cost in excess of net assets acquired ... $215 $75

Sales FOULES vvveveeennerresnoserass 969 201

G-I_EPA0019914



SCHEDULE VIIX
GAF CORPORATION AND CONSOLIDATED SUBSIDIARIES

SCHRDULE VIE—ACCUMVLATED AMORTIZATION OF INTANGIBLE ASSETS

Your Eaded Dzomber 31, 1978
{Dollars in Thousands)
’ Balance at Charged to Balance at
3 January 1, Costs and December 11,
Description wn Expeases Deductions 197 I
Cost in excess of net assets acquired ...  $140 $75 $— $215 i '
- Gales TOULES vvivvvurirnenencanniones 308 201 — 569

® I# THEABOVE PAGE 18 LESS CLEAR THAN THIS STATEMANT, IT 18

) POOR PHCTOGRARHIC QUALITY OF THS DOCUMENT. |
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G-I_EPA0019915



SCEEDULE X1l
GAF CORPORATION AND CONSOLIDATED SUBSIDIARIES

SCHEDULE XII—YALUATION AND QUALIFYING ACOOUNTS AND RESERVES
Year Ended December 81, 1974
(Dollars in Thousands)

T
Detcription 7

Deducted from Accounts Receivable—Trade: !
Allowance for douttful accounts ...... $2.984 $1,770(a) $3,902
Allowance for distributors’ rebates ... 765 3,763 717
Reserve for price adjustments ....... 50 323 k74
Reserve for Inventories v evvainrnenans 4,205 5719

Note:
(a) Accounts charged off net of recoverics.

l

;

i

;

13

&

;
T
I3
i
i
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SCHEDULE X1 N\ |

\
> : GAF CORPORATION AND CONSOLIDATED SUBSIDIARIES S
L g SCHEDULE XX—VALUATION AND QUALIFYING ACCOUNTS AND RESERVES o .
' - : Year Ended December 31, 1973 ‘
(Dollars in Thonsands)
) & Balaocs at Charged to Balapce of ; i
o Iy 1, Coms and M&h;m. i
.
" 1 Deducted from Accounts Rectivable—Trade:
.. Allowance for doubtful accounts ......... $2,322 $2,157 $1,495(a) $2,984
e, Allowance for distributors’ rebates ....... 708 2,162 2,105 765 ! J
“ oY Reserve for price adjustments ........... 75 288 313 50 B
Ny : Reserve for Inventories .............. s 4645 0 3,568 3,496 4717 'y N
e
;X_orx: : ) -
(a) Accounts charged off net of recoveries. o
¢
¢ :
§ s
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b CONSENT OF INDEPENDENT CRRTIFIED PUBLIC ACCOUNTANTS .

/ B GAF CoRPORATION:

H

»

We hereby consent to the incorporation by reference in your annual report on Form 10-K which i
you are filing with the Securities and Exchange Commission for the year ended Decamber 31, 1974, , HES
of nur opinion dated February 7, 1975 appearing in Post-Effective Amendment No. 3 te Registra- 1 :

i

i

H

i

1

3

tion Statement No, 2-41026 of GAF Corporation filed with the Securities and Exchange Commis-
sicn on March 31, 1975.

We also consent {0 our opinion referred to above being considered as comprehending our opinion
. that the financial schedules, as listed in Item 10(a) of this Formi 10-K, when considered in relation to
/ {he basic financial siatements, present fairly in all material respects the information shown taerein.

s Hasxins & Seuts ‘

> g New York, New York
8 March 28, 1975
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EXHIBIT C(2) (2}

Dlsc wqu R E@ iF THE ABOVE PAGE IS LESS CLEAR THAN THIS STATEMENY. IT IS
(= DUE TO POOR PHOTOGRAPHIC QUALITY OF THIS DOCUMENT.
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Ax fited witheihe Securities and Exchangze Commission on March 31, 1975

Registration No, 2-41036

SECURITIES AND EXCHANGE COMMISSION

WASHINGTON, D. C. 20549

POST-EFFECTIVE AMENDMENT NO. 3 N
(On Torm §-7)
To
FORM S-1
REGISTRATION STATEMENT
UNDER

THE SECURITIES ACT OF 1933

GAF Corporation

(Exact name of registrant as speciied in charter)

140 West 5ist Street

New York, New York 10020
(Address of principal executive oftices)

JAMES T. SHERWIN
Execntive Vice President
GAF CoRrroration
140 West S1st Street
New York, New York 10020
(Name sud address of agent for rervice)

13.0762027
(LR.8. Ideutircation No.)

The Commission is requested to mail signed copies of all orders, noiices and communications tos

FREDERICK W. McNABB, JR.
GAF COKPORATION
140 West Slst Street
New York, New York 1002¢

RE @ IF THE ABOVE ZAGE IS LESS CLEAR THAN THIS STATEMENT, IT IS
D' L U DUE TO POCR PHOTOGRAPHIC QUALITY OF THIS DOCUMENT.
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GAF CORPORATION

CROSS REFERENCE SHEET

Showing the Location in the Prospectus of the Answers to the iteme of Part I of Form S-7

Ttem Number u_:_d _qn_aggg Heading or Page in Prospectus
1. Eustribution Spread ............ eesreeinaees vvevvs. Cover Page; Description of Stock
Purchase Plan -
2. Plan of Distribution ..... erederisaeriasererriian ... Cover Page; Description of Stock
Purchase Plan
3. Use of Proceeds to Registrant ..... F N Use of Proceeds
4, Selling Security Holders .. ... *
5. Business ...... e Ceiitrererivierasenesesursaer.  Description of Business
6. Statements of Income ........ vvieveessssssaseserssns Consolidated Statement of
Income
7. | Capital Stock to be Registered .........c.ov.ncnv...... Description of Capital Stock
8. Debt Securities to be Registered ............ *
9. Other Securities to be Registered . ..............0. *
10. Other Fiuancial Statements and Schedules ....... «e.... Financial Statements
11. Statement of Available information ................... Inside Front Page

* Item inapplicable or answer in negative and omitted from Prospectus.

¥
i
;
¥
H

IF THE ABOVE PAGE ! LESS CLEAR THAN THIS STATEMENT, T 1S |
_ OUE TO POOR PHOTOGRAPHIC QUALITY OF THIS DOCUMENT.

)
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PRELIMINARY PROSPECTUS DATED MARCH 31, 1975

PROSPECTUS

———————————————"

GAF Corporation

650,000 Shares

Common Stock
(Pax Value §1 Per Share)

registratior

the time the

Plan for the Sale of Restricted and Unrestricted Common Stock to Employees Who Perform
Executive, Administrative or Supervisory Functions (the “Stock Purchase Plan”).

THESE SECURITIES HAVE NOT BEEN APPROVED OR DISAPPROVED BY THE
SECURITIES AND EXCHANGE COMMISSION NOR HAS THE COMMISSION
PASSED UPON THE ACCURACY OR ADEQUACY OF THIS PROSPECTUS.
ANY REPRESENTATION TO THE CONTRARY IS A CRIMINAL OFFENSE.

cation under the setmiﬁ_as laws of any such State.

mission but bas not yet beceme effective. information

citation of an offer to buy uor shall there be apy sale of these

GAF Corporation (the “Company”) is offering by this Prospectus a maximum of 650,000
shares of its Common Stock to those key employees ¢f the Company and its subsidiaries who may
from time to time be designated as eligible to purchase shares pursuant to the Stock Purchase
Plan of the Company described in this Pcospectus. This offer is made at the price and on the
terms and conditions contained in a letter agreement which will be entered into by the Company
and the offerce at the time an offer is made.

This Prospectus is also applicable to resales or offers, if any, of the shares covered by the Plan
by purchasers or their transferees in the event that it might be deemed, the Company not so con-
ceding, that ary purchaser or his transferee may be an underwriter as defined ir. the Securities Act
of 1933, with respect to any such shares as may be purchased by him, and in the event that he
may effectuate sales of such stock under circumstances requiring a prospectus.

In the event that any of the chares covered by the Plan are reacquired by the Company from
purchasers pursuant to the terms thereof, this Prospectus is also applicable to offers or sales, if
any, by the Company to the public of such ghares on the New York Stock Exchange at the then
current market prices.

The Common Stock of the Company is listed on the New York Stock Exchange. The addi-
tional 650,000 shares of Common Stock as to which this Prospectus relates have also been listed
on the New York Stock Exzchange, subject to official notice of issuance to the extent not already
issued,

i

Gcitation or sale wonld be miawfol prior to regisiration or qualifi

curities and Exchange Co
ot be sold gor may offers te bay be accepted prior to

may g
tus shall not constitate an offer to sell or the sa

pletion or amendment. These secarities

ject to com
statement becomes effective. This prospec

d herein is sub

No person has been authorized by the Company to give any information or to make any
representations not contained in this Prospectus, ard, if given or made, such information or repre-
sentations must not be relied upon as having been so authorized, This Prospectus does not consti= ~ -
tute an offer of Common Stock in any State or other jurisdiction to any person to whom it is
unlawful to make such offer in such State or other jurisdiction.

istration §tatemaﬁt relating 1o these securities has been filed with the Se

A regis!
containe!

sacurities in any State in which such offes, so

The date of this Prospectus is , 1975

A B DISCLOSURE® IF THE ABOVE PAGE I (LESS CLEAR THAZ! THIS SYATEMENT., IT 18
P ORI I T Tom  DUE TO POCR PHOTOGRAPHIC QUALFTY OF THIS DOC
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The Company has filed a Registration Statement in respect of the Common Stock to
which this Prospectus relates with the Securities and Exchange Commission, Wasllingl.on, D. C
20549 under the Securities Act of 1933, This Prospectus does not contain all the information
set forth in the Registration Statement, certain portions of which have becn omitted pursuant
to the rules and regulations of the Securities and Exchange Commiesion, The information
g0 omitted may be obtained in the Commission’s principal office in Washington, D. C. upon
payment of the fees preseribed by the Commission.

TABLE OF CONTENTS

PAGE PAGE
General . ...iviiireeiriiiiie e 3 Employees .....vveviiinnsereneenns 20
Use Of Proceeds .ovveeveevaereenioenns 3 Patents ....ovoevvnviinniieneninina, 20
. Consolidated Statement of Income ......... 4 Environmental Control .............. 20
Management's Discussion and Analysis of the Facilities vvveenvneennnainraoaennan, 21 }
: Consolidated Stateuent of Income ...... 9 Litigation «v.evveererineeeerenenees 22 §
; Price Range of Common Stock; Dividends .. 11 Description of Capital Stock ........vuvnns 24 :
Description of Business .............ocoe 11 CommOn SLOCK . onverrssnnanrenanss 2%
: Photo & Repro Products ............. 12 $1.20 Convertible Preferred Stock ..... 24 :
f CHEIHCAlS +ovveervnernernnerenenens 16 Description of Stock Purchase Plan ........ 23 j
: Building Materials «..o..ovvvivinians 17 Financial Statements—EXperts ........... 27 ;
International Operations ............. 19 Opinion of Independent Certified Public
BackIOg ..eoevevnnniiiiiinriiiiinas 19 Accountants ......vviiiiienarioiiian,
Research and Develepment .......... 19 Financial Statements ...........c..cooou0s 30

. The Company is subject to the informational requirements of the Securities Exchange Act
of 1934 and in sccordance therewith files reports and other information with the Securities
and Exchange Commission. Information concerning its directors and officers, their remunera-
tion and options granted 1o them, its principal holdere of securities and any material interests
of such persons in trunsactions with it, as of particular dates, is sct forth in proxy statements
distributed to its shareholders and filed with the Commission. Such reports, proxy statements
and other information can be inspected at the principal office of the Commission at 5¢0 North
Capitol Street, N.W., Washington, D, C., and copies of such material can he obtained from the
Commission et prescribed rates. The Company’s Common Stock, par value $1 per share, is
listed on the New York Stock Exchange, where reports, prexy material and other information
concerning the Company also can be inepected.

: Except where otherwise indicated, this Prospectus speaks as of its date of issue. State-
i ments contained in this Prospectus as to the contents of any document referred to are mot
; necessarily complete, and in each instance reference is made to the copy of the document filed
! as an exhibit to the Registration Statement, each such statement being qualified in all respacts

: by this reference. )

IR T LR

o

T A

TR,

- Dl scwsu RE@ IF THEABOVE PAGE 131558 CLEAR THAN THIS STATENMENT, IT I8
- o\ AT DUE TO POOR PHOTOGRAPHIC QUALITY OF THIS DOCUMENT.
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GENERAL

The Company was incorporated in Telaware in 1929 as American 1.G. Chemical Corporation and
changed its name to General Auniline & Film Corporation in 1939 and to GAF Corporation in 1968. !
References to the Company, unless the context otherwise requires, include GAF Corporation and its
consolidated subsidiaries.

In 1942 over 90% of the Company’s then outstanding stock was vested by the Federal Government
under the Trading with the Enemy Act. After recapitalization of the Company's stock in 1964, the stock
owned by the Federal Government was sold in a public offering in March 1965,

Since 1965, the Company has made a number of acquisitions pursuant to which it became engaged
in the manufacturing, mining, distributing and selling of various building materials, resilient flooring and
industrial products and expanded the scope of its traditional chemical, photographic products and
reprographic business systems operations.

The principal executive offices of the Company are located at 140 West 51st Street, New York, New
York 10020, telephone number (212) 582-7600.

USE OF PROCEEDS

The net proceeds from the sale by the Company, from time to time, of the Common Stock covered
by this prospectus will be added to the gezteral funds of the Company.

i D'scwsu RE @ IF THE ABOVE PAGE IS LESS CLEAR THAN THIS STATEMENT, IT 15 .
s ‘ , " U DUE TO POOR PHOTOGRAPHIC QUALITY OF THIS DOCUMENT.
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GAF CORFORATION
AND CONSOLIDATED SUBSIDIARIES

CONSOLIDATED STATEMENT OF INCOME

. The foliowing five-year Consolidated Statement of Income has been examined by Haskins & Sells,
independent certified public atrountants, whose opmmn with respect thereto appears elsewhere in this
Prospectus.  This statement should be read in conjuncuon with the other consolidated financial state-
ments and the notes thereto included elsewhere in this Prospectus.

Yeur Ended December 1,

974 1973 1972 1971 1970
Dollars in Thousands Except Per Share Amounts

Net Sales (Note C) ivvuvenerniecasarssiinscianeecsanes 48,809  $848.886 §768460  $683761  §583,482
Costs and Expenses

Cost of products sald (Notes A, BandC) ........ eeeo 670,554 594,380 535395 477,236 419,844
d selling (Note C) .......e0 o 129,686 121,741 110,143 98,08 89,659
R:ls\::;%‘;?m and sellng (N ot.e. C) e 19, 18,201 16,697 14,208 10,647

14420 14113 1269 12655

"§ Note 1) .
Rear s i, e Wi e Wi 22

Administrative and general (Note

Interest (Note D) . .ovvvvininviaasnonnae 10,237 10.359 11,641
Sp:‘r:suné 1oss of discontinued opcmtlons (N - — 4343 2,644
Total Costs and Expenses .......... veres 7989%0 720,574 647,523 569,336
Gther Ia Charges : ,
eéam%?iécqmsnm% of 5% converuble NOES seavencnns 5,523 6,350 — _ —
Office relocation expences (Note E) tiiiiiirinenanaa, {5,045) (261) —_ — —
Phase.out of Linden dyestuff plgmmt operatxons (5 o42)
Not vees ercrreranrneres vee — -— —
Other incomenct Notes G and 2 - ceeeeene 2365 200 2,463 __ 1436
Total Other Inconic—Net ..oouoeuiiiinnneee L2848 2,05 2,463 1,436
Profit Before Income Taxes and Exirvaordinary Items verenn 56015 752,052 50,349 15,582
Income Taxes (Noutes |, Tand §) ovoveiiiniiinnainnn, 23,522 3128 22,643 7189
Income Before Extraordinary Items ( Note H) ........... . T 3249 28,924 27,706 8,393
Extraordinary Items (Note C) cvvevioevaerivirnsonsennss — — — 6,300
Net Income (NOE H) +.vvvvveevrreerercamsereeennensee $ 3249 $2B9H  § 27,706 $15,474  $146%
Ea licable to Common Stock T
mb‘lne%suin\ DB e e eeereraen teveenen . $32493 $28924 $27,706 § 14,693
Less prcfcrud stock dividend reqmr:ments 3.705 3726 3759 ,795
FEarnings applicable to common stock ...... 3;"}5?17‘ i10,898
P Earnings per Common Share (Note l)
e ufoce axtrsordinory Hems corrorrerceceere $213 S185 $175 S $.3
Extraordinary items ........ - — — (.62) 46
Net nCome «oveiviuaanineininines cerreniirirensens N 73 E] $1.85 $1.75 $.71 $ 80
Fully Diluted Earnings per Common Share (Note l)
N )iw::::eebefore ex.aop:dmnry items .. $1.84 $1.58 $1.49 $1.19 $ .38
Extraordinary items ........ecen = — — 5 ‘a1 .
Net income ........ veerrevans vees $1.84 $1.58 $1.49 * $ .75 i
. Cash Dividends Declared !
: Perl;lrefcn'ed share ....ouuiiins veaene Crerenraeaany . _$120 §tzp_ _$t20 $120  _ §1.20
Per common share $ 46 $42 $40 $40 §.40
Weighted Average Number of Sham of Oommon :tock
Gutstanding (in thousands) . e 13,518 13,631 13,687 13,609 13,504
* Figure omitted because not dilutive.
Numerical note references are to Notes to Consolidated Financial Statements included elsewhere
in this Prospectus.
(Notes to Consolidated Statement of Income are on the following pages.)
4
Co
B sttt ™ * g
Dgscwsu RE@ IF TME ABOVE PAGE 15 LESE CLEAR THAM THIS STATEMENT, 1715
L .DUE TO POCR PHOTOGRAPHIC QUALITY OF THIS DOCUMENY. '

G-I_EPA0019925



NOTES TO CONSOLIDATED STATEMENT OF INCOME
Nore A:

Effective with the year ended December 31, 1974, the Company changed its method of accounting
for dyestuffs and pigments inventories from the average cost method 1o the last-in, first-ont (LIFO)
method. The change to the LIFO method was made to taore realistically match current costs with current
revenues. The effect of the change was to reduce the inventory at December 31, 1974, by $3,852,000
and net income for the year then ended by $1,766,000 ($.13 per share—primary; $.10 per chare—fully
diluted). The current cost for these inventories determined on an average cost basis exceeds their LIFO
valuation by $3,852,000. There is no effect, from the change, on periods prior to 1974 since the Decem-
ber 31, 1973, inventory as previcusly reported is the opening inventory under the LIFO method.

NotE B:
The following inventory amounts were used in computing cost of products sold:

December 3§,
1974 1973 1972 1971 1970 1969
Dollars in Thousands
Finished goods .........vviene $106642 $ 8,344 $86871 $78405 §$ 73,203 §$ 76304
Work in process .........oes 43,948 36,694 36,356 33,368 33,755 35,004
Raw materials and supplies .... 99,865 59,449 48,280 44,631 39,948 40919
Total \....vvvvvnnes $250,455 $181,487  $171,510  $156,404 $146,906 $152,227

Norte C:
Extraordinary credits (charges) consist of the following (sec Note F):
‘Year ended December 31, 1970:

Net gain on sale of Texas Amiben production facilities, abandonment of refated
production {acilities, and renegotiation of the Amiben supply contract, less

estimated applicable United States incorhe taxes of $1,044000 ................ $ 2,377,000

Net gain on sale of headquarters of English subsidiary, less estimated applicable
foreign income taxes of $143,000 ..vvevvrreneniiiiiiistreiiiiiiiiiiia 3,923,000
Total ..ivvvvvenns Cererenes Cieeeeerenas N $ 6,300,000

Year ended December 33, 1971:
Provision for estimated loss on disposal of certain plant facilities aud related
costs, less estimated reduction of state and local income taxes of $477,000 ....  $(18975,000)

Less estimated credits (provision) for United States income taxes and investment
tax credit:

Current ...veriiiiiiiii e eeenen cercaaas ereretree e 716,000
Deferred vvvevevernirisrnonreoninniesenenensenanne BN 8,570,000
Excess of investment tax credit recapture over unamortized deferred investment
tax credit of $804000 . vuiiiiiiiiiniiiir ittt (13,000)
Total .oiiverneniarniniannnns et e 9,273,600
Estimated net 1085 «...vsvereiiiereeneiiiienaiii, SYTTRTRES (9702,000)
Other jtems—net (principally reversal of the excess portion of the 1969 provision
for loss on disposal of facilities) ........ccoooveeiiiiiiiiiiiini 277,000
- (9,425,000)
Net gain on translation of foreign currencies (Notes 1and2) ...............0s _ 592,000
Total ........ ctaniisasannesss et eriieree e aaeaaas $ (6:433,000)
5

s

e R
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fe L0 8 n DUE TO POOR PHOTOGRAPHIC QUALITY OF THI® DOCUMENT.

G-I_EPA0019926



NOTES TO CONSOLIDATED STATEMENT OF INCOME--(Continued)

SRR ‘ The Company’s chlorine-caustic operaticns were discontinued in September 1971, the ecthylene
I s oxide and CALsILITE® operations were discontinued i November 1971, and the related production
‘ . facilities were disposed of in 1972. The estimated net loss and related costs resulting from the disposal

of these facilities and an unused quarry, less a gain on the 1971 saic of cectain woodlands, amounted to
v $9,702,000 s shown in the above summary. The sale of the facilities in 1972 resulted in 2 loss which

‘ vas $20,000 greater than anticipated. This $20,000 is included in costs ard expenses in the 1972 Con-

solidated Statement of Income.

The following is a summary of the operating loss (see (a) below) of the discontinued operations:
Yeas Ended December 31,

1971 1970
Dollars in Thousands
Net SAES «vvvrvrrnnnreeessennnirannseeasnereseres veeee $15266 $15.224
b o) Cost of Products Sold . v+« eevereues o eeeereirnnsnraaness 8051 16,149
g Directly Related EXDENSES .. e.oveveveenereenienresiuiinss 1,558 1,719
g g :
% Total Lvvviveeerienieeinn TP 19,609 17,868
g Operating LOSS(3) «vvveveeersseisineeesemicenseneas e $ 4,343 $ 2,6

(a) The Company reports its operations on the basis of responsibility accounting, whereby
the vaious lines of *issiness are measured after the assignment of only those items of income and
expence “or whic:: eich line of business is directly responsible. Accordingly, the operating
Josses as « 1w above are before the allocation of interest expense, the cost of certain {unctions
that serve 1aore than one line of business, miscellaneous expense and income items, and income

tax effect.

Note D:

Interest is summarized as follows:

Year Ended December 31,
1974 1973 1972 1971 1970
Doflars in Thuusands
Interest o1 Long-Term Debt ...... $920 $8746 $7718 $828 §9409
U7 Amotization of Debt Discount .... 164 68 & 4 43
: Other Tnterest .......c.oovneuns 7332 325 2477 208 2189
Total +evrririnrrerrnenenans $16792 $12068 $10237  $10359  $11,641

”

7 6 wSURE® IF THEABCVE PAGE 8 LESS CLEAR THAN THIS STATEMENT, ST IS

. "DUE TO PCOR FHOTOGRAPHIC QUALITY OF THIS DOCUMENT.
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NOTES TO CONSOLIDATED STATEMENT OF INCOME—(Coutinued)

Nore E:

Duting 1974, the Company relocated certain staff and administrative activities from its New York
City offices to a ucw facility in Wayne, New Jersey. A reserve has been established for the following
costs anticipated to be incurred during the relocation:

Original estimated reserve:

Present value of lease commitments in abandoned facility (less estimated sub-

lease income) to be paid through March, 1983 ....oovieeiiiiiiniians $ 3,000,000
Estimated employee relocation costs charged to income in first quarter, 1974 1,050,000
Provision for write-off of ieaschold improvements .......eevivieinns verees 383,

4,433,000

Estimated employee relocation costs charged to income in second quartes, 1974 1,050,000

Original estimated relocation reserve .oovueeeoeenn. 5,483,000

The reserve was subsequently reduced as a result of the decizion to continuz
utilization of a portion of the abandoned facility :

Present value of lease COMMItMENts ......oeeveiiaiaaanaaes $(401,000)
Leasehold improvements .......... Ceeaserireeiiiraraes ceee (37,000) (438,000)
Estimated relocation costs, as adjusted ............ verrererreees 5045000

The reserve was reduced during the year for actual charges resulting from:

Present value of rental payments {less sublease income) ....ooouvineininns (198,000)

Employee relocation COSES +..vvevuvriruersresesissisneriiiiniiinenes (1,340,000)

Write-off of leasehold ImpTrovements .. ... oeoersrirascseensireceiaaianes (346,000
Reserve balance at December 31, 1974 ........ et ereieseeretionns Ceeeiaiens $ 2,661,000

Note F:

During 1973, the Company curtailed the dyestuff and pigment operations at its Linden, New Jersey
plant, resulting in a charge to income of §5,942,000 (before tax benefit of $2,882,000), including a write-off
of $4,992,000 of plant and equipment, This charge was included in Other Income (Charges; in the
above statement, in accordance with Opirion No. 30, issued in 1973 by the Accounting Principles Board.
Similar items in 1970 and 1971 were presented as Extraordinary Ttems in conformity with the accounting
principles then generally accepted. Had CGpinion No. 30 been in effect and been applied to these similar
items for such earlier years, Net Income for those yars would have bewn the same, but Income Before
Extraordinary Items would have been increased (decreased) in the following approximate amounts:

1971 1970
Tncome Before Extraordinary ltems (Note C) ........ $(9425000)  $6,300000
Primary Earnings per Common Share .............. (.69) A6
Fully Diluted Earnings per Common Share ......... ¥ Al

* Figure omitied because not dilutive.
7
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NOTES TO CONSOLIDATED STATEMENT OF INCOME—(Continued)

Note G:
The Company changed in 1971 to the equity method of accounting for an investment in 3 49%-
: owned company, Chemical Developments of Canada, Limited (CDCL). The Company's equity in the
: earnings of CDCL, included in oti:er income, amounted to $610,000, $191,000, $240,000 and $146,000 |
: for the years ended November 30, 1974, 1973, and 1972 and the eleven months ended November 30, 1971, :
. respectively.  See Note 3 of Notes 10 Consolidated Financial Statements for further information.

Nome H:

A change in the methcd of accounting for the investmeat tax credit in 1971 increased Income
Before Extraordinary ltems, and Net Income as follows:
Year Ended Denamber 31,
1974 1973 1972 1971

income Before Extraordinary Items, and
Net T50OME o vererrenesnsseneaeesses  SLI0H000  $1,145000 $1,355000  $1,06%,000

3 Primary Eamings per Common Share ... . 08 08 10 .08
B
3 Fully Diluted Earnings per Common Share 06 06 07 05
' See Note 1 of Notes to Consolidated Financial Statements for further information.
' Nore I:
4 The provision far income taxes consists of the following :
Year Ended Decembe. 31,
- : 1974 1973 1972 1974 1970
KT i Dollars in Thousands
' » State ........... Cereeeraeenen . $2212 $2559 $214 $ 509 § 185
United Statey—current ............ 15681 13789 14057 10167 539
' : United States—deferred . .......c.. 1742 3,786 6,023 4,531 4,890

United States investment tax credit .. (L,48)  {1,399)  (1,521)  (L139) —_—

: Amortization of deferred United
; States investment tax credit arising
: prior t0 1971 Liiuiiiiniiians . (591) (591) (X8 (689) (690)

Deferred investment tax credit vo.o..  — — - - 123

FOPBIEN 1evvenuraenenoonsoronnnes 5926 4,984 2,548 235 2,142 ;
o Total Income Taxes «......... §23522  §23,128 $:2643  §IS73%  $7,189 i
o

§

§

i

i

.

8
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MANAGEMENT'S DISCUSSION AND ANALYSIS OF THE
CONSOLIDATED STATEMENT OF INCOME i

Consolidated net sales for 1974 improved $99.9 milliov (127%) over 1973. Price controls, in effect i

- during the early months cf the year, delayed pass-through uf inflatinnary cost increases in the Building i

Materi (s and Chemical sales groups. On balance, price increases more than compensated for geacrally :

lower uris sales voliumes (influenced by raw materials shortages) and were the principal contributar to :

. improved sales results. The Photo & Repro group, however, was unaile to adequateiy recover increases
in the costs of g hotographic products.

Costs of products sold for 1974 increased $76.2 million (13%) from 1973, primarily ss a result of
inflationary cost increzses in all operating groups for most major raw materials, labor and plant operating
costs, Furthermnre, raw material shortages in early 1974, the abrupt fourth quarter downwm in the
cconomy, and cvtbact's in production to reduce inventory levels, made it virtzally impossible te keep
manufactu-ing operations fully occupied, thereby having an urfavorable effact on profits. The increase
was also altributable to the Company’s adoption of LIFQ accounting for dyestuffs and pigments inven-
tories at Rensselact in order to better match inflationary cost and revenue increases in 1974, This reduced
profit before taxes and extraordinary items by $3.9 million, with an attendant {avorable income tax and
cash flow effect of approximately $1.8 million.

Administrative and general expenses increased $5.5 million (14%) in 1974, compared with 1973 as
a result of higher staff operating expenses, including increased legal costs ($1.4 million) and generally
higher administrative costs consistent with inflationary trends.

Tnterest expense for 1974 increased $4.7 million (39%) over 1973, as a result of record 1974 rates
of interest and higher average levels of short-term borrowings.

A $5.5 million profit was realized in 1974 on the repurchase of 5% convertible subordinated notes in
comparison to a similar profit of $6.4 million ir. 1973. Office relocation costs of $5.0 mjilion were pro-
vided in 1974 for costs associated with the move of certain administrative activities 10 Wauue, N. J.

i
1
i
i
;

The 1974 provision for income taxes increased only $0.4 million (1.7%) on a pre-tax iscome increase
of $4.0 million, us a result of a 2.4 point decrease in the effective tax rate consistent with higher investmant
tax credits, iucreased depleion allowance and gains on disposal of properties taxed at fower effective rates.

Net sales for 1973 were $80.4 million (11%) above the 1972 level principally as the result of sub-
stantial increases in worldwide sales volumes, somewhat assisted by pricing which did not, however, fully
recover cost ircreases because of price controls. Cost of products sold increased $59.0 million (11%)
reflecting not only spending increases attendant upon higher volume, but also inflationary pressures—
primarily in raw materials.

Distribution and selling expense increased $11.6 million (11%) during 1973 as a result of signifi-

cantly increased sales volumes, particularly in the Chemical and Photo & Repro groups. Administrative

* and general expenses were $+.2 million (12%) higher in 1973 primarily due-to (a) economic cost increases

on normal staff operating expenses, (b) acceleration of amortization on restricted stock purchase expense
and (c) a loss on a lease termination.

Inicrest expense increased $1.9 million (19%) because of higher 1973 interest rates and higher work-
ing capital needs brought about by substantially increased levels of sales,

9
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During 1973, the Company began curitiling the vinden, N. ], dyestuffs and pigments operations,
resulting in a charge 10 income of $5.9 million, including a write-off of $5 0 million of plant and equipment.
The Company also realized a $6.4 million profit on the repurchase of 5% convertible cubord:nated nates,
as previously mentioned.

‘The 1973 effective tax rate of 44 4% was 0.6 points below the: 1972 rate largely due to higner inter-
national profits taxed at luwer rates and greatcr benefit from exporting activities.

The extraordinary items for the years 1970 and 1971 were s follows:

In 197] the Company decided to discontinue manufacture of chiorine caustic, ethyline oxide and
CALSILITE® because of new environmental requirements, other cost increase factors, anlor dedining
market potential. This resulted in a net $9.7 million provision for disposal of assets. Acrordingly,
1970 results have heen restated for these discontinued operations. The 1971 charge was pa-tially offset 5y
a $1.0 millien net gain in translation of foreign currencies. (In 1973 the Compuny modified its foreign
exchange accounting policy to defer net foreign translation gains, in response to major and unprecedented
changes in the international monetary markets.}

In 1971 the Company changed its accounting for the investment tax credit to the current recognition
method from the deferral method, thereby increasing income by approximately $1.1 million a year. This
change utilizes allowable tax benefits which accompany capital expenditures to mitigate the depressive
effect upon earnings of starting costs of new [acilities.

In 1970 the extraordinary gein of $5.3 million consisted of a net $2.4 million gain on the sale of the
Company's Texas productiun facilities for Amisen®, abandonment of its original facility in New Jersey,
and renegotiation of the AmiBEN® supply contract. In addition, tle Company’s English subsidiarv
realized a net gain of $3.9 million from the sale of its Londen headnuarters.

[This Part of the Page is intentionally Leit Blank]
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PRICE RANGE OF COMMON STOCK; DIVIDENDS

The Company’s Common Stock is listed on the New York Stock Exchange. The table below shuwia
for the ndicated prriods the high and low sales prices of the Common Stock on the New York Stock
Exchar

Tne losing sale price uf the Common Stock on the New York Stock Exchange on March 26, 1975
was 1044 per share. Al price information contained in the table below was obtained from the National
Quotation Bureay, Inc.

Sales Prices
Hgn Lo
1970 . .oiiiiiii s eeees 1624 7Y
1071 v ee e e eeeeinaen 4% 1234
1972 ot 2 19%
1973
First Quarter ....... o veraiens 224 1435
Second Quarter .........iieeiiee 15% 1045
Third Quarter ....ocvvvvneernrs 1514 10
Fourth Quarter .....vvvvreesiens 1554 8%4
1974
First QUarter ....ouev.eneeensnss 1% 8%
Second Quarter .......oeieienins 104 814
Third Quarter ...oveevieienniens 8% 6
Fourth Quarter ........ e .. 8% 6%
1975
First Quarter (to March 26) ...... 1% 7%

Commencirg with the fousth quarter of 1974, the Company increased its quarterly dividend on
Common Stock from 11¢ 1o 13¢ per share. The Company had previou:ly increased its quarterly dividend
on Common Stock from 10¢ to 11¢ per share, commencing with the third quarter of 1973. Prior thereto
the Company nad paid cuarterly dividends of 10¢ per share on its Common Steck since 1965,  Future
dividends on the Common Stock will necessarily be dependent upon future earnings, the financial needs
and cendition of the Comparny and other factors. Sce “Description of Capital Stock™ for inforniation as to
certaint limitations on the payment of dividends.

DESCRIPTION OF BUSINESS

The Company is engaged in the manufacture and sale of: {i) photographic and reprographic
products; (i) chemicals; and (iii) building secserials, - . .

During 1974, the Company reorganized ite reporting of operations into the following three world-
wide product sales groups: (i) Photo & Repro; (i) Chemical; and (iii) Building Materials,

The foliowing table sets forth for the periods indicated (i) net sales and (ii) direct operating profit
of the lines of business of the Company.

1
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The Company reports its aperations on the basis of responsibility accounting, whereby the various
lines of business are measured after the assignment of only those items of income and expense for which
each line of Lusiaess is directly responsible. Accordingly, the Company does not provide for the alloca-
tion of interest and other debt expense, the cost of certain functions that serve more than one line of busi-
ness, and miscelianeous expense and income items.

Year Ended December 31,
1574 1973 1972 1971 1970
. Dollars in Thousands
Net Sales
Photo & Repro ...veeevivvess $351,111 $330,190 $295,296 $260,407 $223,227
Chemicals «vvveevvavesnsraes 237,099 215,317 193,595 177,288 172,728
Building Materials ........... 360,599 303,379 278,569 246,067 187,527
Total evveriniirnenaes $948,809 $348,886 $768,460 $683,762  $583,482
Direct Operating Profit
Photo & Repro ....oovnvvevns $ 11,749 $ 16471 $ 11,468 $ 7,403 $ 2,005
Chemicals .....coovnerieanns 45,733 29,192(a) 24475 24,334 24,876
Building Materials ........... 43,614 38,820 48,005 44,442 22,813
Total tevereereennnnenns 101,096 84,483 83,948 76,179 49,694
Operating Loss of Discontinued Op-
ErAtiONS vveeorersanres sannnes — — — (4,343) (2,644)
Interest EXPERSe «ovvvnnennennns (16,792) (12,068) (10,237) (10,355) (11,641)

Unallocated Corporate Expense—Net  (28,289)(c) (20363)(b) (23362) ~ (23835)  (19.827)

Profit Before Income Taxes and Ex-
traordinary Items ............. $ 56,015 $ 52,052 $ 50,349 $ 37642  $ 15,582

(a) Includes $5947,000 charge for phase-out of Linden dyestuff and pigment operations. See Note F
to Consolidated Statement of Income.

(b) Includes $6,359,000 gain on reacquisition of 5% Convertibie Subordinited Notes.

{c) Includes $5,523,000 gain on the reacquisition of 5% Convertible Subordinated Notes and 2
charge of $3,045,000 for office relocation expenses. See Note E to Consolidated Satement of Income.

' The principal products, sources of supply, market position and recent developments with respect
~ {v the Company’s three lines of business and product groups are as follows:

Photo & Repro Products

Products

The photographic and reprographic products sold by the Company consist of the following : Consumer
Photo Products—including color and black-and-white fila (print film, stide fikn and movie film), still
and motion picture cameras and projectors, slide viewers and scenic slide assortments, and VIEW-MasTer®
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and TALKING ViEw-Master® sterco reels and viewers; X-ray Products—including X-ray film and
developing chemicals for medical, dental and industrial use; Grephic Arts Products—including film, film
bases, and chemicals used in photolithography, rotogravure printing, offset printing, photographic type-
setting and photoengraving; Industric! Products—including film and paper employed in oscillograph
recording, mapping and tracing; Prefessional Photography Products—including black-and-white and color
still film, color morion picture film, ard photographic papers for professional photographic applications,
press and industrial photography and professional portraiture; and Reprographic Business Systems
Products—~including diazo reproduction equipment, sensitized reproduction materials used in such i
equipment, business forms, micrographic equipment and supplies, sensitized paper and toner for electro- ;
static office copiers, and drafting office supplies. ;

st i

5

The Company also offers consumer photo finishing services, and in this connection, in March 1971,
acquired the thirteen phto finishing plants and the business and assets relating thereto of Cadence
Industries Corporation, for a cash purclise grice of approximately $15,200,00C and the assumption of cer-
tain: liabilities in connection with such business.

Distribution of the Company’s censusmer and professional photo products is made through a field sales
forca consisting in part of the Compzny's own employees and in part of independent sales representatives R
or distributors, primarily to mass raerchandisers and also to photo specialty shops. The Company’s :
graphic and X-ray photo products are sold in part to distributors, and in part, along with other industrial
photo products, directly to users. The reprographic business systems products are sold in part directly by
the Company’s own employees and in part through independent dealers. The reprographic machines
sold by the Company are serviced in part by the Company's own employees and in part by employees of
such independent dealers, who are trained by the Company.

Rarw Materials and Suppiies

‘The Company purchases from several sources the raw materials and certain components (some of
which are manufactured pursuant to its specifications). for the film, paper, slide and motion picture
projectors and viewers manufactured by it. The price of silver, which is one of the more important raw
materials ased in the manufacture of film and photographic paper, increased substantially in 1972,
1973 and early 1974 but is now lower than the record high of February 1974. Average cost of silver
consumed by the Company has increased from $1.50 per troy ounce in 1972 to $2.15 per troy ounce
in 1973 and $4.38 per tray ounce in 1974. On March 26, 1975 silver was selling at $4.27 per troy ounce.
Competitive factors have limited and still limit the Company's ability to implement price increases related
to this increased cost. Accordingly, the increased cost of siiver may continue to have a material adverse
effect on the ezrnings of the Company unless substantial price increases can be effected or the price of
sitver sufficiently declines.

The still and motion picture cameras sold by the Company are manufactured specially for the Company
by companies located in Japan and Hong Kong. Acetate iilm base used by the Company is manufactured
by it. Other film base and raw paper used by the Company are purchased from domestic and foreign
sources. During 1974, deliveries of polyester base for coating of film products have been delayed .
intermittently and certain photographic chemical ingredients have been in short supply causing some v
production delays.

The raw materials and supplies used in the manufacture of reprographic business products are pur-
chased from several sources and, although in some cases parts are built to the Company’s specifications,
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alternate sources for such parts are available. During 1974 there was a shortage in certain materials
used in the manufacture of reprographic business system preducts. Such materials include paper for
business forms and sensitized products, specialty chemicals used in coating sensitized products, and
variotts electrical components. These shortages did not result in any appreciable production curtailment.

Market Position

4
In general, the Company offers a broad range of phetographic products, which is, however, consider-
ably narrower than that offered by Eastman Kodak Company (“Eastman”), the dominant company
in the field. In many areas of the photographic industry in the United States, Eastan is dominant, and
the Company has only a small share. In addition, there is competition from foreign sources, The Com-
pany believes it is the leading producer of stereo viewers and reels.

The Company believes that it is one of the two leading domestic producers of diazo reproduction
equipment and diazo papers, plastic films and other diazo coated products. The diazo reproduction
process, while suitable for copying engir.eering and architectural drawings because of its capacity to make
larger copies, is limited in general applicability by the need for a translucent master sheet printed only on
one side.

The field of business forms produced pursuant to customer specifications is dominated by another
company. The business forms products of the Company are sold principally in the northern part of the
United States east of the Mississippi River.

Receni Developments

The Company’s film, under an agreement which has been extended to 1976, has been named the
official film of Disneyland and Walt Disncy World where the Company has established Photo Exhibit
Centers and where the Company's photo products are sold through more than 50 retail photo outlets.
Similar arrangements have been made at certain other amusement centers, including Sea World and
Jungle Habitat.

In 1974, the Company announced a proposed $9 million expansion of its photo product facilities in
Sint-Niklaas, Belgium to consolidate its European photo operations and expand European production of
slide and movie projectors and View-Master® products. The facilities also include an injection molding
plant, an X-ray and graphic arts film-conversion plant, and a film processing plant for color films and
color prints.

Late in 1972, the Company introduced pocket-sized instant loading cameras manufactured specifically
for the Company. The Company also introduced color print film for use in such cameras which could be
developed with the same chemicals then used to develop the Company's print film employed in standard
size instant loading cameras of the Company, but incompatible with the film developing processes required
for new film introduced by Eastman in 1972, and describes below.

. Early in 1972 Eastman introduced pocket-sized instant loading cameras and a new color print film for
such cameras requiring different developing chemicals. Soon thereafter Eastman marketed new color print :
film of the same type in place of the color print film it formerly offered for standard size instant loading .
cameras and 35 millimeter cameras. The introduction of such new film and the conversion by photo -
finishers to the different chemicals involved in developing such film had, and may in the future have, the
effect of reducing the number of photo finishers who retain the capability of developing the Company’s color
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print film and thereby reduced, and may further reduce, demand for such film. The Company's photo
finishing plants retained the capacity to develop and process both the Company’s film and Eastman’s new
film, and the Company expects to retain the capacity for developing and processing its film so long as there
is sufficient demand.

Late in 1974 the Company developed a new color print film for pocket-sized instant loading cameras,
standard size instant loading cameras and 35 millimeter cameras which could be developed with the same
chemicals used in developing Eastman’s new film. The Company expects to begin shipmeats in Spring of
1975 of the new film for pocket-size instant loading cameras, and, in Fall of 1975, additional shipments of
the new film for other cameras. Full production of the new film has been delayed by difficulty in obtaining
supplies of certain chemicals used in its manufacture.

On April 30, 1973, the Company filed an antitrust action against Eastman in the U. S, District
Court for the Southern District of New York szeking treble damages in an unstated amount and
certain equitable relief, including the division of Eastman into ten separate and independent businesses,
the dedication to the public of the trademark “Kodak" and the license and disclosure of all Eastman’s
present and future photographic patents and know-how.

The Company stated in its Complaint that it is the last remaining domestic competitor to Eastman
in the manufacture of conventional amateur photographic film. The Company alleged that Eastman
has forestalled innovation in the development of products incompatible with those of Eastman, and
has made numerous changes in its products in order to make the products of its competitors unmarketable.
The Complaint further alleged that Eastman has, in ruany area: of the photographic indusiry, monopo-
lized the production and sale of photographic supplies, restrained trade, foreclosed markets, made illegal
acquisitions and engaged in various other illegal acts znd practices.

Eastman has filed an Answer denying the material allegations of the Complaint, and the case is
presently in the pre-trial discovery stage.

A favorable decision in the suit could have a favorable effect upon the Company’s photographic
business whereas an adverse decision could result in the continuation of the present adverse competitive
position of the Company and have significant implications concerning the future of the Company as a
manufacturer of consumer, industrial and professiunal film products. The outcome of the litigation
cannot be predicted at this time.

In September 1973 the Company sold the inventories and certain other assets of Lenco Photo
Products, Inc. (“Lenco”} to Interphoto Corporation and appointed Interphoto as a distributor in the
United States of certain lines of the Company’s slide projectors and accessories. Lenco was a separate
marketing component of the Photo Products Group, distributing certain slide projectors manufactured
by the Company and certain other photographic supplies and equipment manufactursd by others.

In January 1974 the Company acquired the business and assets of Mohawk Industrial Laboratories,
Inc., a small company engaged in the manufacture and marketing of a random access informaticn retrieval
system using standard size data processing cards. )

The Compaty has established 15 retail stores under the “printEzzpress®” service mark and is con-
tinuing to test market, through these stores, the offering of printing and copying services and the sale of
drafting and art supplies.

Early in 1974, the Company discontinued the manufacture and sale of electrostatic office copying
machines,
15

RIAMN /O1IPDE @ If THE ABOVE PAGE IS LESS CLEAR THAN THIS STATEMENT, IT15

G-I_EPA0019936



Chemicals
Products

The Company’s chemical products include the following:

Dyestuffs and Pigments—The Company’s line of dyestuffs is primarily used in the textite industry
and also in the leather and paper industries ; its organic pigments are used for coloring mary different
products, including rubber, plastics, printing inks, natural and synthetic textiles, paints atcd lacquers;
Surface-active agents—Surface-active agents (or surfactants) possess detergent, emulsifying, dispers-

.ing and wetting properties and are rsed in the manufacture and compounding of detergents (primarily
industrial), insecticides, pesticides, textiles, paper, leather, rubber, plastics and chemicals and in the
production and refining of petroleum and mineral products; High-Pressure dectylene Derivatives—
The Company has developed and employs techniques for processing acetylene, a very explosive gas, under
high pressure into a wide variety of acetylene derivatives, with uses in the manufacture of plastics,
synthetic fibers, cosmetics, ¢‘ectroplating chemicals, pharmaceuticals, solvents and adhesives; Spacialty
and Textile Chemicals—These include bactericides and fungicides, brighteners, leather tanning and
finishing agents, textile treating chemicals, flame retardants, ultraviolet absorbers, solvents, carbonyl
iron powders and silver salts; Induwtrial Organic Chemicals—These compounds are used in the pro-
duction of surfactants, dyestuffs, pharmaccuticals, defoliants, herbicides, growth regulators and other
agricultural chemicals, plastic stabilizers, electroplating chemicals, and photosensitive and other chemicals:
Later Products—Thesc products include rubber and polymer lattices for rug backings, fabric coatings
and paper coatings; latex foam backing for drapery fabrics; and latex adhesives for ubric lamination;
and Other Industria! Products—~These prodacts include wool pressed felts, Feutron®, synthetic fiber
felts, papermakers felts and Garro® filter products.

Tt Company's chemical products are sold to users principally by its own sales persuunel and, in
some cases, by independent distributors.

Raw Materials

The raw materials used in the production of the Company’s chemical products are purciased from
a large number of outside sources, in many cases pursuant to supply contracts which are, in general,
standard for the industry. Certain of the Company's raw matevial requirements, including acetylene, are
obtained from single or limited sources pursuant to supply contracts. With respect to acetyizsne, which
is supplied to the Company at two locations by separate sources, were cither of the sources to be dis-
continued the development of alternate sousces of supply could involve interruption of production and
would probably result in substantially increased costs.

Tn the past, the Company’s sources of raw materials have been stable. During 1974, however, the
. Company has experienced difficulty in obtaining adequate supplies of certain raw materials. In this con-
nection, the Comnany has been unable to obtain a sufficient supply of acetylene to meet increased require-
ments, particularly for manufacture of butanediol, at one of its plant locations. In addition, the Company
has been unable {0 meet increased customer demand for chloramben (also known, by a trademark owned
by another, as Amieex®) because of shortages in certain raw materials required for its production.
Further, as a result of shortages of styrene monomer, required for the production of latexes and
surfactants, and of phenol and ethylene oxide, required for the prod-ction of surfactants, the Company
has been unable to satisfy customer demand for these products. During 1974, the Company encountered
shortages in certain chemicals used to produce dyestuffs, which heve beanr overcome to date. Finally,
in 1574 there were shortages of viscose and polyester fibers used in wool and synthetic {elts.
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The shortages described above were primarily the result of the overall petrochemical shortage
during 1974 in the United States and elsewhere,

Market Position

The Company is the sole United States producer of a complete line of high pressure acetylene deriva-
tives, although it competes with foreign manufacturers, only one of whom is an important factor in the
domestic market. The Company believes it is a major supplier in the automotive sound deadening,
wool and synthetic fiber felts industries,

In the balance of its chemical business the Company faces competition from many companies,
certain of which are substantially larger than the Company and offer a broader range of products. The
; Company believes that the great size and diversified nature of the chemical industry make it impossible
L to give a meaningful estimate of the relative position of the Company in this field,

Recent Dwébpmmu

The Company has entered into an agreement with Chemische Werke Hils, A. G. (“Hils”) to
construct and operate a butanediol manufacturing plant in Marl, West Germany, with a planned
anuual capacity of aprroximately 60 million pounds. The plant will be owned and operated by a
German joint venture corporation owned in equal shares by Hils and the Company, and production is
planned to begin in 1976. The agreement also includes provisions for Hiils to supply acetylene to
the plant from its adjacent acetylene manufacturing plant. Implementation of the agreement is condi-
tioned on approval by governmental authorities in West Germany.

Since 1962, the Company has been manufacturing a herbicidal product called Amimen® for and
pursuant to specifications furnished by Amchem Products Inc. (“Amchem”). In 1974 the production
capacity for this product was expanded. Amchem owns the tradename and patents covering AMIBEN®
and is the Company’s only potential customer for such product. AMIBEN® faces competition from
herbicides of other companies and in the event Amchem's requirements for Axsen® should decline
substantially, such decline would have an adverse effect on the Company’s earnings.

In 1973, the Company phased-out its dyestuff and pigment manufacturing operation in Linden,
New Jersey. This decision was caused by severe competition from abroad and certain other economic
factors. The Company has transferred certain dyestuff and pigment operations from Linden to its
Rensselaer, New York plant where it will also continue to make certain other types of dyestuffs and
pigments.

See Note C to Consolidated Statement of Income for the effect of discontinuance of chlorine-caustic
and ethylene oxice operations, Note F to Consolidated Statement of Income for effect of discontinu-
ance of the Linder! dyestuff and pigment operations, and Note A to Consolidated Statement of Income
for the effect of 4 ~hange to last-in, firsi-out inventory accounting for dycstuffs and pigments.

Building Materials
Products

The building materials portion of the Compary’s husiness includes the manufacture of the following
products: asphalt shingles; built-up roofing, consisting of organic and asbestos-based felts; asphalt
roof coatings and plastic cements ; mineral granules and organic and asbestos dry felt produced primarily
for use by the Company's roofing or flooring plants ; mineral fiber roof shingles and siding ; mineral fiber
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building board; mineral fiber canal bulkhead designed and processed 1o prevent land erosion by either
salt or fresh waters; fiberglass insulation and vinyl siding (bo:h purchased for resale) ; and asphalt and
vinyl ashestos floor tiles, auhesives, cove bases and vinyl sieer flcor coverings.

The Company sells its products through its own sa’esmen to wholesalers, retailers, applicators,
centractors and builders. Such sales are mostly limited, in the case of building materials other than
tloor tiles and sheet vinyl, to states east of the Rocky Mountains. Tts products are also supplied, on a
bid basis, to United States and State agencies. In 1974 the Company cpened its own retail outlets for
resilient flooring in three cities where available outleis were not deemed satisfactory.

Raw Materials
A major portion of the raw materials vsed for the manufacture of building mav=rials is purchased
from a large number of outside sources an:i the balance is produced by the Compaty, including mineral
granuies, which are used to surface asphalt roofing products.

Raw miaterial ingredients for dry felt, which in the past have been in good supply, are rags, waste
paper, pulpwood and wood flour, purchased in the open market at prices which are subject to fluctuation.
Asphalt is purchased from major oil refineries and indepei:dent operators, in one case pursvant to a
long term supply contract. The Company purchases fiberglass material for insulation from a single
source.

During 1974 the Company experienced difficulty in obtaining certain raw materials used in the
manufacture of brilding materials. These products include the following: asphalt and dry felt
production stoc. for roofing products; polyvinyi chloride resins and titanium dioxide for vinyl
siding and resilient flooring; and plasticizers, solvents and stabilizers for resilient flooring. Such
shortages, “vhich in at least two of the Company’s plants have resulted in a curtailment or Limitation of
producticn, are attributable in part to the overall petrochemical shortage in 1974,

Market Position
The building materials industry is highly competitive, The Company believes that it is one of the
leading producers of asphalt roof shingles and built-up roofing, mineral fiber roof and siding shingles,
mineral fiber flat sheets, canal bulkhead and vinyl floor coverings.

Recent Developn.ents

As a result of the settlement in May 1970 of a lawsuit commenced iz 196¢ against The Ruberoid
Co., the Company entered into a license agreement with Congolewsn Industries, Inc. whereby the Company
was licensed #o manufacture and sell foamed vinyl flooring which uses a chemical embossing process. In
exchange for such license, the Company agreed to pay a royalty equal to 5% of the net sales of such
product uring the term of the agreement, which has a staied term ending on December 20, 1983, and,
in any event, the Company is required to pay a minimum royalty of $125,000 1 year through 1983,
whicl amount is applied against royalties payable in each such year. Royalties paid under this agreement
for 1972, 1973 and 1974 amounted to approximately $1.023,000, $905,000 and $718,863, respectively.

In December 1972, the Company completed the construction of a new plant in Mount Vernon,
Indiana for the manufacture of asphalt roofing shingles and built-up roofing materials, The plant
provides approximately 80,000 square feet of manufacturing space on a 36 acre site and increased the
Company’s production capacity for these products by 6%.
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In 1974 the Company completed a vinyl siding facility at its plant in Gloucesier City, New Jersey
for the manufacture of exterior siding for sale in the northeastern and north central United States. Short-
ages of polyvinyl chiorice resin and titaniure dioxide caused the new facility to operate at less than
capacity. The Company also purchases for resale viny1 siding procured from its existing supplier. Short-
ages of rolyvinyl chloride resin also limited 1974 production of sheet vinyl and vinyl tile.

Roofing products constitute a major portion of total sales of the building products group. It is
believed that historically a majority of roofing products seld by the Company have been used in re-roofing
of existing structures, It is reported that housing starts were st a level of approximately 2,375,000
units in 1972, 2,050,000 units in 1973, and 1,351,000 units in 1974. but unit sales and sales revenues of
the Company from roofing products increased in 1973 and 1974 over the then prior years. I housing
starts decline further as a result of high interest rates, unavailubility of funds, uncertainty in the
economy, rising construction and land costs, and envirchmental restrictions, among other fuctors, sales
of the Company's roofing products could be adversely affected.

International Opecations

The Company's international operations, which are consolidated in the net sales and income for the
Compauy's three lines of business and product groups, include fureign distribution of the products
manufactured by the Company in the United States and abroad (principally its chemical, flooring,
photo and business systeas products) and by other suppliers. These operations are conducted
primarily in Western Europe, Canada and Australia. For 1972, 1973 and 1974, the Company’s
international cperations, including export sales from domestic operations, accounted for approximately
13%, 16% and 17%, respectively, of its net sales for such years.

In general, during 1972, 1973 and 1974, the 1atio of profit to sales in international operations
exceeded such ratio in domestic operations, and international operating profits in 1973 were almost
double those of 1972. See Note 2 of Notes to Consolidated Financial Statements for information as
to foreign operations included in international operations.

Backlog

The Company doss not consider backlog to be a material factor in any of its three business and
product groups.

Research and Development

Research and development expenses in 1974 were $15,578,000. Approximately 60% of this
amount was used for research investigations to develop new or improved products and processes, while
the remaining 40% supported enhancement of existing products and technologies. The latter category
includes product quality improvements, process troubleshooting, improved formulations and experi-
- mentally-developed new applications data to exploit the full potential of existing company. products,
Approximately the same proportion of total research and development expenses in 1973 and 1972 was
for such applied and development research.

As of December 31, 1974, 298 professional employees were engaged in Company sponsored research
and development.

During 1972 the Company relocated several research and development functions to Wayne, New
Jersey. See “Facilities” for further details concerning the Wayne site.
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Employece

At December 31, 1974 the Company employed 22,213 people. At such date, approximately 9238
employces in the United States and Canada were represented by unions under contracts which are
effective, in most cases, for one or two year periods. Employee relations at all the Company’s plants have
been generally satisfactory. In 1974 a two-week work stoppage occurred at the Company’s Minnejolis
roofing plant and a one month work stoppage took place at its Joliet, Illinois, roofing, siding and
inswlation plant.  Manufacturing and shipping operations at the Joliet plant continued during the work
stoppage. In 1973 a work stoppage involving contract negotiations occurred at the Vails Gate, New
York floor tile plant, lasting one montly, and a Company lockou: took place at the Twmpa, Florida
building products plant, lasting two and onc-half months, during which manufacturing and ship-
ping operations were continued, In 1972 the Company experienced a 56 day strike at its Wiite-
hall, Pennsylvania sheet viayl plant following contract termination and in 1971 it experienced a 96 day
work stoppage at its Renssclaer, New York chemical plant arising out of contract renewal negotiations ard,
in 1970, it experienced two extended work stoppages: a 77 day strike at the Mobile, Alabama building
products plant and a 54 day shutdown in the Tampa, Florida %uilding products plant. The Company
hes in effect various benefit plans which form a comprehensive employee security program. These
include the Company's Retirement Plan and group insurance arrangements covering life, accident,
hospital, surgical and medical insurance. The Company and, in most cases, the employees contribute
to the costs of the insurance arrangements. Sce Notes 1 and 9 of Notes to the Consolidated Financial
Statements for further details concerning the Retirement Plan.

Patents

The Company owns approximately 1,750 unexpired United States patents, approximately 2,500
foreign patents and approximately 80 domestic and 3,500 foreign trademarks, and is licensed under many
other United States and foreigy patents, no one of which, nor group of which, is deemed to be material
to the ~onduct of the Company's business as 2 whole other than the patents covered by the licenses from
Congoleum Industries, Inc., and Amchem described under “Puilding Materials—Recent Developments”
and “Chemicals—Recent Developments”, respectively, and a group of patents on photographic products
and processes for making photographic film covered by ficenses from Eastman.

Environmentsl Control

By reason of the nature of many of the Company’s operations, enviromnental standards promul-
gated by various regulatory bedies, many of which regulatory bodies have been recemtly established by
state or local laws or regulations, are having or will have a substantial impact upon the Company. In
some cases, the Company has obtained variances which are conditioned upon compliance at some future
date and in other cases, it is seeking to work out similar arrangements. In addition, Federal stotutes deal-
ing with the prot -ction of the environment, including the Feceral Water Pollution Control Act am the

" Federal Refuse sct, which regulate discharges into navigable waters, and The National Air Quality

Standards Act, which regulates air quality and the emission of pollutants, have affected and will incress-
ingly affect the Company. Tke Company is undertaking additional anti-pollution activities which will
undoubtedly be increased in response both to the Company’s continuing efforts to deal with enviroa-
mental problems and to increased Federal, state and Jocal regulation in this area,

In addition, the Federal Occupational Safety and Health Administration (“OSHA") has promul-
gated nunierous regulations dealing with various aspects of the Company’s operations, including
regulations of permissible levels of asbestos dust in plants. The OSHA regulations applicable to
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1.sbestos processing and fabricating facilities established an occupational work atmosphere of five fibers
of asbestos per cubic centimeter of air, to be reduced to an atmosphere of two fibers per cubic centimeter
by July 1, 1976. The Company believes that its manufacturing operations are in substantial compliance
with the five-fiber standard and the Company believes its facilities wil] comply with the two-fiber standard
by July 1, 1976.

While the exact nature of the envircnmental control problems which the Company will encounter in
the future cannot be predicted, substantial additional capital expenditures and increased operating expenses,
the amount of which cannot be estimated at this time, will be occasioned by the Company’s con-
tinuing effort to deal with environmental problems arisirg from its activities and to comply witk the
statutes and regulations referred to above. However, the Company believes that rompliance with
environmental protection requirements will not adversely affect its competitive position in the industries
in which it is engaged. Pollution control requirements resulted in capital expenditures of approximately
$5,800,009 in 1972, $4,750,000 in 1973, and $7,780,000 in 1974, The Company expects to invest an addi-
tional amount of approximate'y $20,000,000 in pollution abatement facilities by the end of 1977, although
no assurance can be ziven that this amount will not be larger in view of the foregoing factors.

On August 30, 1971 the Company entered into an agreement with Rensselzer County Sewer District
No. 1 for the construction, operation and maiutenance of facilities to intercept and treat the industrial
wastes discharged from the Company's Rensselaer manufacturing plant. The Company’s obligation for
the first year of operation, which is anticipated to commence in late 1975, is presently estimated at
between $260,000 and $280,000. Of this sum approximately $100,000 is estitnated to be attributable to
debt service and the balance to operating and maintenance costs. It is asnticipated that operating and
maintenance costs will increase in the future, particularly with regard to power and chemicals required
in the operation of the treatment plant. It is expected that the debt service obligation will continue for
approximately 27 years after commencement. ‘The Compary will be obligated to pay a portion of the
operating and maintenance costs through June 30, 1990, even though it way ccase to use the facility
prior to such time.

As of July 1, 1974 the Company and another company, as Jessees, entersd into a ten year lease, with
option to purchase, of pollution control facilities adjacent to the Company’s Penssclaer manufacturing
plant, The facilities will be shared with the other company and are to be ccnscructed with the proceeds
of the pollution control revenue bonds sold on that date by the Rensselaer County Industrial Development
Agency in the principal amount of $5,000,000. The bonds are payable with the proceeds of the lease and
are guaranteed as to 61.7% by the Company. On September 26, 1973, and May 24, 1974 similar
arrangements were entered into with, respectively, the City of Calvert City and Broome County Industrial
Development Agency pursuant to which pollution control revenue bonds were issued in the respective
principal amounts of $2,300,000 and $2,500,000. These bords were fully guaranteed by the Company
and the proceeds were used in connection with pollution control facilities at the Company's chemical plant
in Calvert City and photo products plant at Binghamton, The Company is presently considering the use
of similar types of financing for pollution control facilities at at least two other locations.

Facilities
The Company’s major plants are as follows:
Chemicals: Calvert City, Kentucky; Linden, New Jersey; Rensselaer, New York; Texas City,
Texas; and Glens Falls, New York; Shallowford, Tennessee; Glenville, Connecticut ; Joliet, Illinois;
Franklin, Massachusetts; Warren, Michigan; Annapolis, Missouri; Erie, New York; Bound Brook,
New Jersey; Newburgh, New York; Charmian, Pennsylvania; and Westerly, Rhode Island. The
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Company owns rock quarriss at Anuapolis, Missouri; Charmian, Pennsylvania; and Krenlin,
Wiscensin.

Photographic and Re prographic Products: Binghanson, New York : Philadelplia, Peansytznin: Los
Angeles, California; Sint-Niklaas, Belgium; and Progress, Oregon; Vestal, New York; Johnson
City, New York; Vernon, New York; Colnbrook, England; Delft, The Netherlunds; Sl.elhy, Ohio:
and Sydney, Australia.

Brilding Products: Mobile, Alabamz ; Long Beach, California: Denver, Colorado; Tampx Flarida:
Savanrah, Georgia; jolher, Hlinvis; Mount Vernon, Indiana; Baltimore, Maryland; Millis, Massa-
chusetts; Minneapolis, Minnesota ; Kansas City and St. Louis, Missoudi; South Bound Brook, New
Jersey; Vails Gate, New York; Eric and Whitchall, Pernesivania; wnd Dallas and Houston. Texas

VWith the exception of the plants located in Warren, Michigan and Annapolis, Missouri {building
only Y, which plants are leased to the Company, and except for two leased buildings i Philadelphy, the
abave mentioned properties are owned by the Company in fee. That portion of the plamt (b iding il
equipment only) at Texas City, Texas which produces Amiben is owned by Amcliem.

The Company also owns or leases many other sma..: _lauts, research iaboratories an' . e office:
and distribution warehouses in the Uniied States and elsewhe;

‘The Company betieves shat in general these plants and facilities, which are of widely vary:ng ages oo
of different types of construction, have been adequately maintained and ure in geod condition, Each pias:
has adequate transportation facilities for both raw materials and finished products.

The executive cffices of the Company at 140 West 51st Street, and substantially all of the adminiz-
trative offices of each division, are housed in approximately 176000 square fret of leased space at 144
West 51st Stract and 1130 Avenue of the Americas, New York City.

In July 1972, the Company lezsed certain laboratorv facilitics and approxiraately 100 acres of land in
Wayne, New Jersey at which it consolidated a number of its research and development oper=iions, A new
B0,000 square foot building, compieted in 1974, houses the Company's general administrative and
clerical personnel and its principal electronic data processing facilities. The Wayne lease is for a period
of 25 vears with an option to buy the property at a nominal amount when the lease expires.  Annual rentals
(the lease is a “net lease” under which the Company is obligated to maintain, repair, insure u1d pay all
taxes on the property) are caleulated to allow the lessor to recover the cost of the properiy, its anpual
interest costs of 774% and its other expenses of leasing the property. The Company believes that the
useful life of most of the buildings remaining at the schieduled termination of the lease will Le relatively
short.

Litigston , , ,
On April 30, 1973 the Company commenced an antitrust action against Eastman Kodak Company.
This action is described under the caption “Photo & Repro—Recent Developments.”

On Seplember 7, 1971 the Company commenced an Interference proceeding in the Untied States
Patent Oifice disputing the United States patents rights of Amchem Products, Inc. (“Amchem”) to a
plant growth regulator sold by Amchem under its trademark “Ernzer®”, and secking to establish the
Company’s own priority of inventorship. The Company preseatly sells the same products under the trade-
mark “CEPHA®" and, under agreement with Amchem, manufactures the product for sale by Amchem.
The Company alleges that its employee was the true inventor of the use of the product as a plant growth
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regulatot. The pr» seding was recently diswived on prooedural grounds, bet is under review by the
Commissionor of = tents and Frademarks. Jn October 11, 1972 the Company commeniced an action in
the United States District Court for the Eastern District of Pennsylvania against Amchem seeking to
compe! Amchem to assigr. to the Company &t Amchem's forvign use patents on the invention. The Com-
pany aleo sought to establish & constructive trust on ail Amchem's profits from sale of Errxet®.  Similar
actions have been commencad by the Conapany in England, Franc: and Germany. In January 1975 a
Gentian court awarded the Company co-rights to Amchem's German patent, fuding that the Company's
emp’oy e was the origital conceiver of the use of tne produst us a plant growth regalator.  The actions
in Eugland and France have been dismissed or procedural groundz, but the dismissui i France kag been
appealed.

On July 18, 1974 the Company and eight other United Stutes manufacturers of dyes weze indicted
by a federal grand jury in the United States District Court, District of New Jersey. The indictment
chary<d that during and alter 1970 t! = defeudants engaged in combination and conspiracy to fix, raise
and rnaintain prices of dyes in the Unii= 1 Stotes in violation of Section 1 of the Sherman Act. At that
time the United States ilso instituted a conpa. " civil action in that court against the same defendants
and alleging the sane fac's. The civil action sought an injunction against the alleged conspiracy and
any other cotspiracies ur practices of a si: “lar impori.  The eight other defendants in these proceedings
were £, 1. du¥ont de Nemours and Company, Verona Vorporation, Allie¢ Chemical Corporation, Arcerican
Color & Chemical Corporation, American Cyanamid Company, BASY Wyandotte Corporation, Ciba-
Geigy Corporation and Czompton & Knowles Corporation. The Comgany bad previcusly provided the
grand ;ury with numerous documents relating to the dyestuffs business and representacives of the Com-
pany nad given testimony. [n October 1974 the Company and the other defeudants entered, and the
court accepted, pleas of nolo contendere, and fine: were ievied on all defendants.  The Company was
fined $45,000, On September 4 and 5, 1974 two treble damage civil action,s wers commenced against the
Company and the same defendants in the United States District Court, Southern District of New York,
The complaints aileged, in substance, the same allegations made by the Unid States in the criminal
action, and were purported to te brought by the plaintifis on their own behalf aid on bebalf of the class
i aii piuchasers of dyes from the defendanis during he period covered by the complaint. The ~orplaints
seek treble damages in an unspecified amount and an injunction against contirnation of the alleged
conspirwy. Subsequent to September 1974 a number of other civil «ctiens Fuve beer commenced
against the L.ompany based upon substantially the samne allegations.

v

Ag of March 26, 1973, the Company was a co-defendant in approximately 40 lawsuits involving
alleged health claims of non-employees relating to the inhalation of asbestos fibers. In the anly such law-
‘suit whizh has gone 1o trial, damages were awarde! againsi a number (f c-icfendants including the
Corpany. Such decision was affirmed by the United States Court of Anpeals for the Fifth Circuit and
certiorari denied by the United states Supreme Court. In 1971, the Compuny discontinued the manu-
facture of CALSILITES, a pipe insulation covering, which was the principal insuiating 1material manufac-
tured by the Company containing asbestos fibers. It is anticipated that ~dditional suits may be filed by
industrial insulation workers who have been exposed to asbestos dust a* numerous construction sites where
insulation materials manufactured by the Company and othess were vsed. The Company has insurance
coverage viith respect to actions of this type. Because premiums paic with regard to such insurance ays
experience rated, if the Company has an adverse less exnerience wi'i* . espeet to such w.-tons, i*: premiums
will be increased to reflect such loss experi rce. A n:mber of empicyees and former ¢ nployees Fave
also filed claims for diseasts associated with (1 inhalation of asbestos fibers under appliczble workmen’s
compensation laws. The Company is self-instred with respect to these clims, a ausber of which bave
been settled. The Company does not believe tuat the disposition of these existing actions {or workmen’s
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compensation claims) will have 2 material adverse effect on the Company's earnings or financial position,
although the effect on the Company of actions of this nature which may be filed in the future cannot be
predicted at this time.

“There are certain other lawsuits and claims pending against the Company. The Company believes
that the ultizte disposition of these Jegal proceedings will neo materially affect its financial position.

DESCRIPTION OF CAFITAL STOCK

The authorized capital stock of the Company consists of 25,000,000 shares of Common Stock, par
value $1.00 per share, and 6,000,000 shares of Preferred Stock, par value $1.00 per share. On February
28, 1975, 13,763,715 shares of the Cotpany’s Common Stock were issued (including 620,949 shares
held in treasury) and 3.105.417 shares of the Cumpany’s Preferred Stock, designated as its $1.20
Convertible Preierred Stock (the “Convertible Preferred”) were issued (including 76,400 shares held
in treasury).

Common Steck

All outstanding shares of Common Stock rank equally as to voting rights, dividends and :'pon liquida-
tion and arc fully paid and nonassessable. The Commion Stock is not entitled to any precsaptive rights
and is not subject to redemption. Except as set forth under “Convertible Preferred—Voting Rights”,
Common and Convertible Preferred vote together as one class.

Based upon the Company’s stock records and upon information furnished to the Company, no person
owns of record, or is known by the Company to own beneficially, more than 10% of the Company’s
Common Stevk.

During t.e period from February 21, 1973 through Aprii 30, 1973, the Company purchased 150,000
shares of its Common Stozk in the open market for reissuance in connection with the exercise of employer
stock options and for sale to employces tinder the Stock Purchase Plan. In 1974 the Company repurchased
in the open murket an additional 495,000 shares of Comimon Stock and 76,400 shares of Convertible
Prefecred for gencral corporate purposes.

The paymert by the Company of dividznds, other than dividends payable in the Company’s capital
stock, is subject to restrictions imposed by certain instruments relating to the Company’s long-term
debt. Under the most restrictive of these provisions approximately $348,214,000 of the Company's
$355,669.000 of sharehiolders™ equity at December 31, 1974 was net available for dividends. The
payment of dividends by the Company on its Common Stock will also be subject to prior payment
of cansulative.dividends_ <7 81.20 per share per annurs on the Convertivle Preferred. Otherwise the
Company sy pay dvidends on its Conwon Stock cut of funds legally available.

81.20 Convertible Preferred Siock

Dividend and Ligui iation Rights

The holders of the Convei tivie Ireferred are untitled to receive, prior to the payment of dividends on
Coramon Stock, comulativz cash dividends at the rate ¢f $1.20 per share per anmur. Upon any voluntary
or involuntary liguidation, dissolution or wiading up, b fore any distribution may be made to the Common
stockholders, the heiders of the Convestible Preferred ave entitled to receive $27.50 per share plus an
wmount equal to all accrued and vnpaid dividends.
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Voting Rights

Each holder of the Convertible Preferred is entitled to one vote for-each share held. Except as set
forth below, the Convertible Pizferred and Common Stock vote together as one class.

1f dividends are in arrears on the Convertible Preferred in an aggregate amount at least equal to six
quarterly dividends, the holders of the Convertible Preferred voting as a class will be entitled to elect two
directors until all arrears in dividends have been paid and dividends for the current quarterly period have
. been declared or paid.

The consent of the holders of at least two-thirds of the Convertible Preferred is necessary to
authorize, or increase the authorized amount of, any class of stock of the Company ranking prior to the
: Convertible Preferred as to dividends or assets or to change any of the provisions of the Company’s
Certificate of Incorporation so as to affect materially any of the powers, preferences :nd rights of the :
Convertible Preferred. The consent of the holders of at least the majority of the Canvertible Preferred ‘
is necessary to increase the authorized number of shares of Preferred Stock or authoiize, or increase
the authorized number of, shares of stock of equal rank as to dividends or upon liquidation rights.

Redemption Provisions : =

The Convertible Preferred is callable for redemption in whole or in part, at the option of the Com- : e
pany on 30 days’ notice, at $29.00 per share through May 31, 1975, $28.50 per share thereafter through
May 31, 1976, $28.00 per share thereafter through May 31, 1977 uud $27.50 per share thereafter, plus,
in each case, an amount equal to accrued and unpaid dividends to the redemption date.

) e ; Conversion Rights

FEach share of Convertible Preferred is convertible into the Company's Common Stock at the rate
of 1.25 shares of Common Stock for each share of Convertible Preferred, The conversion rate is
subject to adjustment from time to time upon the occurrence of specified events in order to prevent
diludon of the appropriate number of shares of Common Stock to be received upon conversion. Ne
fractional shares will be issued upon conversion, but any fractions will be adjusted 1n cash on the basis of
market valve. No adjustn:outs will be made upon conversion in respect of any accrued but unpaid
dividends.

General

The Convertible Preferred is not liable for further calls or subject to assessment. It has po pre-
emptive or other subscription rights and is uot subject to sinking fund provisions.

Shares of Convertible Preferred which have been redeenwed, purchased and retired. or converted B
will have the status of authorized and unissued shares of Preferred Stock. y ¢

DESCRIPTION OF STOCK PURCHASE PLAN

In April 1969 the stockholders of the Company approved the Stock Purchase Plan, under which i
an aggrega‘e of 650,000 shares of the Company’s Common Stock was reserved for sale to designated ;
employees under sixty years of age. The Stock Purchase Plan authorizes the sale of shares subject to :
prescribed restrictions as to disposition (“Restricted Shares”) and without such restrictions (“Unrestricted ;
Shares”). Restricted Shares may not be sold, assigned, transferred, pledged, hypothecated or otherwise ;
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disposed of, except as provided in the Stock Purchase Plan, for a period of five years from the date
of purchase or such further period or periods as may be provided by the Committee of the Board which
administers the Plan. If an employee’s emplovment terminates for any reason, other than retirement
subsequent to the fifth anniversary of the date of purchase or death subsequent to the completion of five
years of continuous employment, the Company, or the subsidiary from which the employee purchased
Restricted Shares, has the right to repurchase such shares which stitl remin subject to restriction at the
price which the employee paid for them. Any shares so repurchased may be resold by the Company.
- Under the terms of the Plan as originally adopted the price of Unrestricted Shares had to be at least
80%, and the price of Restricted Shares had to be at least 20%, of the closing price of the Company’s
Common Stock on the New York Stock Exchange on the last trading date on which such stock was
traded preceding the date or which an employee was designated as one to whom shares might e offered
for sale. Pursuant to a judgment of the U.S. District Court for the Southern District of New York
in two shareholder derivative actions which became final on Februazy 5, 1973, the Company was
authorized to consummate a settlement approved by the Court which included, among other things, the
adoption by the Board of Directors of the Company of a resolution amending the Plan to prcvide that
future sales of Restricted Shares under the Plan shal! be at a price of not less than 50% of the closing
price of the Company’s Common Stock on the New York Stock Exchange on the last trading date on
which such stock was traded preceding the date on which an employee is designated as one to whom
shares may be offered for sale. The purchase of shares under the Stock Purchase Plan obligates an
employec to remain in the employ of the Company or its subsidiaries for not less than two years in the
case of employees who purchase Unrestricted Shares and for not less than three years in the case of
employees whe purchase Restricted Shares,

Pursuant to the Plan, during 1974 and 197" ..e Company sold Restristed Shares to a number of
employees, including 15,000 shares each to Miss Juliette Moran and Mr. James T. Sherwin, executive
vice presidents of the Company, and 75,000 shares to all present officers and directors as a group. The
purchase price for each such share so sold was $5.375 and, in each such case, the price was approxi-
mately 50% of the closing price of the Company’s Common Stock on the New York Stock Exchange on
the last trading date on which such stock was traded preceding the date on which each employee was
designated as one to whom such shares would be offered for sale. The Company received the entire
purchase price of such shares in cash at the time of purchase.

Pursuant to the Plan, prior to 1974 the Company sold Restricted Shares to a number of employees,
including 62,000 shares to Dr. Jesse Werner, President and Chairman of the Board, 25,000 shares to Mr.
Philip Dalton, 10,000 shares to Miss Tuliette M. Moran, 10,000 shares to Mr. James T. Sherwin, who
are all executive vice presidents, and 193,000 shares to all present officers and directors as a group.
Of the shares preseatly outstanding from such sales, the Company received, at the time of purchase, a
minimum of twenty-five per cent of the purchase price in cash and the balance in six-year promissory
notes bearing interest at the rate of six per cent per annum, certain of which require partial prepayments
of principal. The promissory notes are secured by pledges of all of the sharcs purchased. The purchase
price for shares of such stock was $534, which was at least 20% of the closing price of the Company’s
Common Stock on the New York Stock Exchange on the last trading date on which such stock was traded
preceding the date on which such employee was designated as one to whom such shares would be
offered for sale. Except for the notes of Messrs. Werner, Dalton and Miss Moran, which were

26

-

DISCLOSURE@ IF THE ABOVE PAGE I8 LESS CLEAR THAN THIS STATEMENT. iT IS
L e ‘ DUE T0 POOR PHOTOGRAPHIC QUALITY OF THIS DOCUMENT.

G-I_EPA0019947



prepaid in full in May and Junie of 1971, and the notes of two deceased former employees which have
been paid in full, the notes re”~rred to herein are outstanding except with respect to the required
prepayments and, in one case, opt! tal prepayment, made thereon.

As of March 26, 1975, 70 er loyees, including officers aud directors, held an aggregate of 356,000 4
Restricted Shares for which they have paid, to such date, an aggregate of $1,718,916 in cash and, in
addition, have given the Company promissory notes with aggregate outstanding balances on such date
of $209,396. Cash payments of $1,276,050 were made at the time of purchase of the Restricted Shares,
and at that time $652,262 aggregats principal amount of promissoty notes were given for the balance of
the purchase price. These Restricted Shares do not include 4,000 shares held by the estates cf two deceased
employees, as to which restrictions have been removed. Certain shares so sold (which shares are
included in this Prospectus) were not registered under the Securities Act of 1933, as amended, at the
time of issuance since their sale did not involve a public offering, as such term is used in Section 4(2)
of such Act. ' )

As of March 26, 1975, there were available for sale to employees under the Plan 289,000 additional
shares. The Company does not presently intend to sell shares under the Plan on a basis other than
receipt of the entire purchase price in cash at the time of purchase.

During 1974 the restrictions on disposition lapsed as to 30,800 Restricted Shares sold to employees
in 1969, and restrictions on an additional 30,600 shares will lapse in 1975.

FINANCIAL STATEMENTS—EXPERTS

The financial statements of the Company included in this Prospectus have been examined by Haskins
& Sells, indeperdent certified public accountants, as stated in their opinion appearing herein and in the
Registration Statement and have been so included in reliance upon such opinion given upon their authority
as experis in accounting and auditing.
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OPINION OF INDEPENDENT CERTIFIED PUBLIC ACCOUNTANTS

GAF CoRPORATION !

We have examined the consolidated balance shect of GAF Corporation and its consolidated sub-
sidiaries as of December 31, 1974 and 1973, and the related consolidated statements of income, share-
holders’ equity and changes in financial position for the five years ended December 31, 1974, Our
examination was made in accordance with generally accepted auditing standards, and accordingly
included such tests of the accounting records and such other auditing procedures as we considered

Y in the circ

In our opiion, such financial statements present fairly the finarcial position of the companies at
December 31, 1474 and 1973 and the resuits of their operations and the changes in their financial position
for the five years ended December 31, 1974, in conformity with generally accepted accounting principles
which have been applied on a cousistent basis, except for the changes (with which we cencur) in methods
of accounting for an investment in a 49% owned company and the investment tax credit in 1971, of
determining incone before extraordinary items with respect to the disposition of certain facilities in 1973,
and of accounting for certain inventories in 1974, as described in Notes A, F, G, and H to the con-
solidated statement of income.

Haskins & Seurs

New York, New York
February 7, 1975
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GAF CORPORATION AND CONSOLIDATED SUBSIDIARIES

CONSOLIDATED BALANCE YHEET
ASSETS

CURRENT ASSETS
[0 T
Marketable securities, at cost which approximates quoted market value

Accounts receivable—trade, less allowance for doubtful accounts—
1674, $3,902,000; 1973, $2,984,000 ...ovveiriiirieniiinanns .
Accounts receivable—other ....... cerrereenans Ceeene Cesaseasnn
v
Inventories (Notes 1 and A}
Finished goods ..........cooiiies

Work in Process «oeovveveaauinnen .
Raw materials and supplies ...... P terseren

Prepaid €XPenses .....oveereenniiiiaieiaeniiins Ceerieiiieaas
Total current assets

PrOPERTY, PLANT ANp EQUIPMENT AT Cost (Notes 1 and 4)
Land and land improvements .............. BN
Buildings and building equipment .......ocoviiiiiniiiiiiiiienn
Machinery and equipment ........cevevenriiiiiiiiiiiiiiienees
Construction in PrOgTess ..ee.uvuivsireseesunmmieeeinaeinnneens

Total, property, plant and equipment ................ .00
Less accumulated depreciation ........oovveveiiiiiiniiiiinenans
Property, plant and equipment—net ....iiiiiiiiiiiiieane
OraEe AssErs '
Cost in excess of net assets acquired (Note 1) ...ovvvivinerennnnen
Other assets ......oceeeeveaanns,
Other investments and advances (Noted) +..vvvevivinneninnnnnns
Total other assets ...o.ovivirieneiiiiineess e

TOTAL ASSETS tvuvuiusrssoneriansarassn sousnans

St Notes to Consolidated Financial Statemeats

December 31,
1974 1973
Dollars in Thousands

$ 15,072 $ 13,855
163 195
153,965 150,763
7,983 6,999
106,642 85,344
43,948 36,694
99,865 59,449
250,455 181,487
8,553 9,357
436,191 362,566
14,724 15,501
100,867 100,132
255,048 244,163
21,143 9,408
391,782 369,604
160,140 148,395
231,642 221,209
34,998 35,303
5,332 5,305
2,297 2,543
42,627 43,241
$710,460 $627,016

Alphabetic note references are to the Notes to Consolidated
Statement of Income included elsewhere in this Prospectus

k1]
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GAF CORPORATION AND CONSOLIDATED SUBSIDIARIES {
CONSOLIDATED BALANCE SHEET ‘ -
LIABILITIES i &
. : December 31, : Mo
1974 1973 H ' g
CURRENT L1ABILITIES Dollars in Thousands { sl
* Notes payable (Note 6) e

BARKS b0y eveecrererosscnoneresssssaaccsstsmeiinss ceene. $13368 § 2,507 i -

Commercial PAPE «ovevrvriieiiisreniniaiimneanieeens . 6,240 13,850 : -

[0 T T R PR PR PR PR PPN Ceeeeee. 12,823 5,677 i -
Current portion of long-term debt (Note 6) ... covorienevenanns 5,243 893 ; By
Accounts payable : g

Trade .ovoevees eerre e eenreer e i 39,225 38,306 B

Other ..oevevenesroranas ereiseeaereiranaaas veessesans . 3,001 5,543
Accrued liabitities

Payroll . «eceeveiiniiieniin F 3,708 4,366

Retirement PIBN .ovvvveeeriiiunnenesiesnneenn . 6,801 4,570

Other taxes .ooveveevrseaiiiins vesres . oo 4,078 4,456 <

Tnterest «ceccovinrenrrensiiins chrasearese . ve 1,845 1,627 2

OthEr +veererererarsrnscensierennes el 23,613 17,192 I
United States and foreign income taxes .. s 10,614 7,471

Total current Habilities +oveeve overeaenvireaeennns 130,649 11,858
Long-Term Desr LEss Current Portion (Note 6) .ooovvvvvvevnne, 181,173 135,716
Dererren CReDITS -
Deferred income taxes (Notes 1, Sand I) «oovevvnniiiiiiinnenns 31,884 30,533
Deferred investment tax credit (Note 1) .......oooiiiiieneenan 4,298 4,889
Deferred foreign currency translation gains (Notes 1 and 2) ........ 168 2,166 ;
Total deierred credits .....oovevn. rreeeneee, 36350 37 5%R
OTHER LIABILITIES +eorovvveossreimronesnesss . 3,619 187 .
Conraents axp ContingeNt Liapuimies (Nete 12) - :
SHALEHOLDERS' EQUITY i
Preferred Stock. §1 par value; authorized 6,000,000 shares of $1.20 con-
vertible series: issued—1974, 3,105,411 shares; 1973, 3,105,009 shares; .
at assigned vai.e of $1.25 per share (liquidation value 1974, $83,298,000 : s
(NGR 7) v vrnne e emseeseessn st eesssasaina s e . 388 3,881 ;; Ll
Common Stozk $! par value; authorized 25,000,000 shares; issued-— o 0
1974, 13,762,715 stares; 1973, 13,763,428 shares (Note7) covevernnnnn 13,764 13,763 :
Additional paid-in capital ...... 52,791 52,053 |
Retained earnings - .- «.voovervecens cerrieeeen Cereeane ceerienee. 294,189 271,619 !
b 1) P R R R RPN 364,626 341.316 i
Less stock held in treasury, at cost:
Common—1974, 620,949 shares; 1973, 90,149 shares .......... ceee 5,025 1,34
Preferred—1974, 76,400 shares; 1973, None ..... .. 932 — i
) Total stareholders’ equity (Note 6) +...ovvenvvnnis ~ 358,669 ~33¢,932
TOTAL LLIABILITIES AND SHAREHOLDERS' EQUITY ..... $710,460 $627.016
See Notes to Consolidated Financial Statements
Alphabetic niote references are to the Notes to Conuolidated i
Statement of Income included elsewhere in this Prospectus
31
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GAF CORPORAYTION AND CONSOLIDATED SUBSIDIARIES
CONSOLIDATED STATEMENT OF CHANGES IN FINANCIAL POSITION !

Year Ended December 31,

. 1974 1973 1972 1571 1970
Dollars in Thousands
Funds Provided
Fromn operations:
[ Income belore extraordinary items ...... $ 32,493 $ 28924 $ 27,706 $21,907 § 8393
: : Charges (crcdns) not aflecting working
¢ - 3 B capy
B : rect.mm ................... 24,212 23,200 25,400 24,550 22,023
Gamn on reacquisition of 5% Con-
; vertible Notes ........... Vedene (5,523) (6,359) — — —
: Phase-out of Linden dyestuﬂ mart-
R = facturing (Note F) . ceeenas —_ 5,942 — _ —
W . Office relocation expcn:es (non-cur-
A H rent portion) (Note E) ........ 1,858 - - — —_
s g ¢ Deierred income taxes (non-<urrent
. B UPORION) ceeeeiiirreeaiiieneen 1,351 1,769 2847 2,462 3,982
R Amortmtwn of deferred investmen!
C 1 tax credit ..o.iioiiiaiiiiiiines (591) (591) (608) (689) {567)
. i Amortization of deferred charges and .
R - & other assets ........oiill. 569 387 358 240 44 :
R : Other .....oovviiiiiniiniiinnens 114 794 (132) 387 452
. b
- Funds provided from operations
) { exclusive of extramdmary
g g HEMS «vvvervnnennaiiininss 54,483 54,066 55,571 48.857? 34.327
; Extraordinary items ........c..o.e... — — - (8,433) 6,300
Charges (credits) included in extraordi-
nary items not affecting working capital :
: Net book value of facilities sold . —_ — — 23,301 9,192
¢ Deferred income taxes (non—current
: POTtion) ....iviiiniiiiiiiines —_— - —_ (3,313) (796)
. Unamortized deferred investment tax
: credit ....oiiiiie e — —_— — (804) (66)
: Funds provided from extraor- .
SRR SR - - dinary items .o — —_ — - 10751 14,630
Funds provided from operations 54,483 54,066 55,571 59,608 48957
) Issuance of long-term debt .......... 70,235 57,530 - 15,000 1,750
T Increase (decrease) in net deferred fomgn
§ Boc:krr‘;l;lcy tr?nslanon gnu;s ( Notde 1. (1,998) 2,166 - - —
i ue of pr , plant and equi
. ment di sntﬁ):?.r.t’.{..p. ........ eq p- 4,643 2,395 2321 1,100 1,065
s & Proceeds from exercise of stock oyhons
he ¥ and sale of restricted stock
N 2 employees ... ...ciiiiiiinniiiiinnns 27 672 1,039 641 21
~1 8 g OEr = e evneireinrnrerannanirnienns 560 210 (824) (2557 (1,310}
' . B 127,950 17,039 58,107 73,792 50,483
v (Consolidated Stalement of Changes in Financial Position is continued on the following {fzge)
k- 2
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GAF CORPORATION AND CONSOLIDATCD SUBSIDIARIES
CONSOLIDATED STATEMENT OF CHANGES IN FINANCIAL POSITION-—(Contisned) N

Year Ended December 31, .
1974 1973 1972 1971 1970 )
Doliars in Thousands ‘ o

. Funds Applied

Add\uons to property, plant and equip-
ent ... vereeseerasieiaaeaees $39288 $25933 $29022 $29939 §2518

Reacquisition of $18,500,000 and $23,200,-
principal amount of 5% convertin's

notes less refated ﬁams of $5,523.00
and $6,359,000 in 1974 and 1973, ve-

spectively -.oooiiiieiiseniia ceenn 12977 16,841 - — -
Other reductions in long-!erm delit ..... 6,278 19,930 16,161 18,121 9,869
Cash dividends ...oovvvvviiiiiiianans 9,923 9452 9,231 9,246 9228
Acquisitions of common stock {or treasury 3718 2434 668 54 59 i
Acquisitions of preferred stock fox treasury 932 - — — — : :
Nev assets, excluding working capital of :
businesses purchased ............ - — — 16,513 622 :
Acquisition cost carried as investment at
Decesber 31, 1969 ....... — - — — (1,845)
Total vevvvvnnnnns e 73,116 74,590 55,082 73873 43119
Increase (Derrease) in Working Capital (in- b R
cluding $545,000 in 1971 and $1, 385000 in LR
1970 arising from purchases of businesses) 54834 42449 3,025 (81) 7,364 et
Working Capital, January 1 ..ol e 25(,708 208,259 205,234 205,315 197,951 ] \ CoT
Working Capital, December 31 ............ $305542  $250708  $208259  §205234 205,315 ne

(Consolidated Statement of Changes in Financial asition, is continued on the following page)

3
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GAF CORPORATION AND CONSOLIDATED SUBSIDIARIES

CONSOLIDATED STATEMENT OF CRANCES !N FINANCIAL POSITION—(Continued)

ANALYSI3 OF CHANGES IN WORKING CAPITAL

Year Ended December 31,
Wi i
Doilars in Thousands

Increase (decrease s in current assets:
Cash and marketable sevurities $(5769) $2691 F 3131  3(5687)
Accounts receivable—trade ......, 202 14,034 11,919 12,775 1,392
Accounts receivable—other Y 1,658 (5,708) 1,784 2,945
Inventories oo vviiiiinnnnenninna, 9977 15,106 9,498 (5,321)
Prepaid expenses ............ 2,353 (2,595) 2,028 (1,311)
73,625 22,253 21,313 29,216 (7,962)

Increase (decrease) in current liabikities:
Notes payable vvevvererreinnnnnnn, 4997 (13808) 20469 6,105  (I5.812)
Current portion of long-term debt 4350  (14,495) (2,819) 5,790 3817
Accounts payable . .uviivviianeininn.. (1,533) 4,844 5,167 2,195 (4,330)
Accrued liabilities f 4,326 1,183 7,741 (3,505)
United States and foreign incoms taxes, 3,143 (1,063)  (5712) 7,466 4,474
18791 (20,1%) 18288 29297  (15346)
Increase (decrease) in working capital ..., $54834 $R49  $3025 81 $7364

See Notes to Consolidated Financial Statements.

Alphabetic note references are to the Notes to Consclidated Stat?ment
of Income included elsewhere in this Prospectus,
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GAF CURPORATION ND CONSOLIDATED SUBSIE IARIES

CONSOUIDATED STATEMENT OF SHAREROLDERS' EQUITY

Fee the Five Years Ended December 81, 1974

Stock
% mwdj ed Sock npaVdw Treasuey Stock
iy Numbet ¢ M
et Yl in Q\.b«dihﬂu

Balance, January 1, J970 ..oce [P
Net income .
Cash dmdends
Preferred riock--$120 p2v ehare ......
Common stock—340 per ceees
Stk ontions exe cised -
Issuance of shates und—l' {mm
sation plan .
Purchase of tmury s'we;
Sale of f1casury sharef .. ocooressesieaess
Amortization of cxcess of quoted market
value over aggregate sal s price for shares
of restricted common Mock wld to key
emyloyees (Note 8)
Balance, Decrmber 31 1970 as ongm;lly
reported o .....ieersenernisereeiiees
Adjustment to clange 1o equity method of
accounting for investment in a 497,
owned company (Note 3y ..o
Batance, December 31 1970 as resmed
Net jncome (Note HJj coovnrvvincniens
Cash dividerds:
Preferred sioch.—$1.20 per share
Commen stock—$-40 per share .
Stock options exercised Lceevvriiions e
Issuance of sharis under mmmve compm.
sation PN ,,...erevererenieerienias
Issuance of rmndcd sham nf common
stock under Stocx Purchase Plan (.Note 8)
Conversion of proferred stock ...
Purchase of tre; ary shares
Sale of treasury shares «..veee Cireesasanne
Amortization of exccss of quoted market
value over aggregat sales price for shares
of restricied comtnon stock wld to key
employees (Note 8) <eceoveerensaenn.
Baiance, Decembef.'S 1,1971 .
Net iNCOME . vvyoerrersirretarsassssocies

Cash dividends:
Pref- rred sty —-Sl.m pr share veree
Comunon stock: per shate .

Slod‘o’lloﬂe::resed verreartraeranenss
Issuanc: of shares undes incentive compen-
satin plan ,...ev-e seeverrtsetsasianes
Coaversion of preferred stock
Purchase of treasury SBares ...ooveuuenes
Tssuance of treasury dnm :n connection
with an RoqUISHED <. reeereriienoiiens
Amottization of exaas of quoted market
value over aggregate te sales price for shares
of restricted common stock suid to key
r-:ployeu (Note 8) .. cesane
n;mnm!i ) L7 7 S

Retsined
L Dsued Capital Eaming hdtmd t‘oenmm Cont

3161714 ﬂ.QSZ.M IJSM&S 960,000 R22ITEON —

14,693,900

(3,794,000)

(5,433,140)
20,000
12,200 161,000
237,000

3,754,000 13598828 (0458000 228440000 -

. _1gosem
ViSO SUGE0N 2PAMX0 -
1347460
(man)
a0 2w
500
OO 6100
o) 1312
e e . o 2RO ——
2000 13,0784 $50,550,000 $§233672000 —
2770600
(3,759,000
(5,472,000)
400 TS 970
1,000 13000
o 86738
180,00
9,00

= e, el s
5 388000 13,762,328 $SI769,000 $252,147,000 —
d on the fellowing page)

— s~

11,000 59,000
(6000)  (32,000)

5,000 27,000
5,000 27,000
10,000 54,000

(5000)  (27,0)

10,000 § S,l

4350 668000
17,281)  (427,000)

T § M

a5 f Sharehold ¢ Equityisc m

3

|
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GAF CORPORATION AND CONSOLIDATED SUBSIDIARIES

CONSOLIDATED STATEMENT OF SHAREHOLDERS' EQUITY—(Continued) i
For the Five Years Ended December 31,1974 !

Common
Preferred Stock 51 ys,tﬁ-.,u ‘Treasury Stock PIRRSA
N s Nigerof Addidons! Relped  umber of Shares. ' i
= Tssusd _Veluo Tssued _Capital | Eamings  Preferred Common Cost M
Balance, December 31, 1972 ooovviinnnnn 3104108 $3880,000 13762328 $51,769,000 052,147,000 — 36209 § 295000 :
Net income «...ooenees aenes 28,924,000 .
Cash dividends: . G
Preferred stock—$1.20 per share ...... (3,726,000)
Comtnon stock—$.42 per share ....... (5,726,000)
Stock options exercised »-oveciiriirreres
Issuance of shares under incentive cornpen- )
sation plan ... .. 3l 1,000 21,000
Conversion of preferred stock ... (80) 100
Purchase of treasury Shares ,..coceseeers
Issuance of treasury shares in conniection
‘with safes under the Stock Purchase Plan (732,600) (119,000) (1,394,000)
Issuance of treasury shares in connection
with 2 Prior acquisition «..eoveieieeees 1,000 (69) (1,000)
; Amortization of oxcess of quoied market
I value over aggregate sales prics for shares
E of restricted common. stock sold to key ;
employees (Note ) +vvvrenrvernrarees . _ . 985,000 .
Balance, December 31, 1973 ... ... 3,105,000 $3881,000 13763428 $52,003000 $271,619,000 — 90149 $1,334,000
Net iICOME +vvvuerracsnmsraarassse reenes 32,493,005
Cash dividends:
Preferred stock—$1.20 per share -..... (3,705,000)
Common stock—$.46 per share ........ (6,218,000)
Tssuance of shares under incentive compen-
sation Plan «..uivieneerenes 632 1,000 14,000
Conversion of preferred stock ......oeoet .

Purchase of treasury shares:
Preferred stock . 76,400 232,000
Commeon stock 535800 3,718,000
Issuance of treasury shares in connection
. wiih sales under the Stock Purchase Plan (1,000) (5,000)  (27,000)
000 Amortization ‘of excess” of quoted- market - . .
value Gver aggregate sales price for shares } o ;
; of restricted common stock sold to key i
employees (Note 8) <vcvovrauasieneenns - _ 125008 !
Balance, December 31, 1974 ....oooveeens 3,105,411 $3882,000 13,763,715 791,000 §294,189,000 76400 620,949 $5,957,000

173,000 2,434,000

Sec Notes to Consolidated Financial Statements.

Alphabetic note references are to the Notes to Consolidated Statement of Income
. included elsewhere in this Prospectus.
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GAF CORPORATION
AND CONSCLIDATED SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

{Alphabetic note references are to Notes to the Consolidated Statement of Income i ‘
included elsewhere in this Prospectus)

NOoTE 1. SUMMARY GF SIGNIFICANT ACCOUNTING PoLicies

The accounts of all significant subsidiaries of the Comp y are included in the consolidated financial ~

statements. Certain 1973 amounts have been reclassified to conform with the classifications followed
in 1974,

Translation of Forcign Currencies—Current assets and current liabilities of foreign subsidiaries and 3
long-term foreign obligations are translated into U.S. dollars at year-end exchange rates, other assets and 3

liabilities and depreciation at historical exchange rates and other operating accounts generally at average
exchange rates for the year.

Prior to 1973, foreign exchange gains and losses were included in income. In 1973, however, the N
Company modified this policy in response to major and unprecedented changes in the international
monetary markets (including, among other conditions, the floating. without limitation, of major inter-
national currencies). Under the modified policy, cumulative foreign translation gains are deferred to :
the extent they exceed translation losses previously charged to income. Foreign translation losses will !
be charged to income currently to the extent they exceed net translation gains praviously deferred.

Inventories—Inventorics, other than dyestuffs and pigments, are valued at the lower of cost (prin-
cipally average) or market, Effective with the vear ended December 31, 1974, dyestuffs and pigments
inventories are valued at cost, determined by the last-in, first-out (LIFO) method.

Property, Plant and Equipwuent, and Related Depreciation—Expenditures for maintenance and
repairs are charged directly to expense; major replacements and betterments are capitalized and depre- Y
ciated over the remaining estimated economic lives of the related asscts. The cost and related accumulated E

depreciation of property sold, retired or fully depreciated are removed from the accounts and any resultant
gain or loss is included in current income.

Depreciation is computed principally on the straight-line method based on the estimated economic E;
lives of the assets. These lives are subject to annual review and revision to assure that the cost of the i ",f
related assets is written off over their economic Jives. i

Cost in Excess of Net Asscts Acquired—Cost in excess of net assets acquired in connection with
. acquisitions prior to November 1, 1970, is not being amortized because there has been no diminution
in value; such cost relating to acquisitions made subsequent to October 31, 1970, all of which has. con-

tintting value, is being amortized on the straight-line method over a period of forty years,

Deferred Income Toxes—Deferred income taxes arise from reporting certain income and expense )
items (principally depreciation, gain on the reacquisition of debt and the gein or loss on disposition of R
plant facilities) in the financial statements in periods different from thos

e in which such amounts are
reported for United States income tax purposes.

Investment Tax Credit—The Company accounts for investment tax credits arising since January 1,
1971, as a reduction of the provision for United States income. tax (the dow-through method). Investment
tax credits which arose prior to that date have been deferred and are being amortized over the estimated

service lives of the related assets.

kA

F THE ABOVE PAGE 1S LESS CLEAR THAN THIB STRTEMENT, T18:
\ DUE T0 POOR PHOTOGRAPHKIC QUALITY. OF THIS DOCUMENT.
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GAF CORPORATION
AND CONSOLIDATED SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS— (Continued)

Research and Development Costs—Expenditures for rescarch and development are charged to income
as incurred.

R - Retirement Plans—The Company and its subsidiaries have several retirement plans covering sub-
= stantially all employees. The Company’s policy is to fund amounts equa! to pension costs accrued and, for
Nl plans with prior service costs, to amortize such costs over periods not to exceed forty years.

Earnings Per Sharc—Primary carnings per common share are computed by dividing net income, less
preferred stock dividend requirements, by the weighted average number of shares of common stock
outstanding during the year. The computatior: assumes the exercise of outstanding stock options to the
extent they are dilutive.

Fully diluted earnings per common share are computed on the assumption (where the effect thereof
E would be dilutive) that convertible securities outstanding had been converted into shares of common
¢ stock. Appropriate adjustments for dividends on preferred stock and interest on convertible notes (net
g ) of income tax cffect) are made to earnings applicable to common stock for assumed conversions. The

k] : computation also assumes the excrcise of all dilutive stock options. }

—%« h
&
¢
[ 4

Note 2, FoRrriGN OPERATIONS

The consolidated balance sheet includes the following amounts with respect to foreign subsidiaries
(all of which are wholly-owned) :
: December 31
; RN}
' Dotlars in Thousands

Current assets ......... $53,976
Other assets ....vvevevannerieins 9,993
Total assets ......ovvevniiinanns 63,962
Current liabilities ............... 21,321
Other Labilities .........oooiunen 5.863
Total liabilities .................. 27,184
Netassets o.vvvvveveeveenniinnns $36,785

The consolidated statement of income includes the following amounts with respect to foreign

, subsidiaries :

: Year Ended December 31,

' 1974 1973 1972 1971 1970
Dollars in Thousands

Netsales c.ooooovvunnioaeniinnnees $129,172 $106414 $78,849  $64,364 $61,239
, Income before extraordinary items ...... 6,940 5,882 2,576 3,126 2,051
Extraordinary credits .. — — —_ 1,153 3,923
i Net income ......... . $ 6940 $ 5882 $2576 $4279 §$ 5974

38
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GAF CORPORATION
AND CONSOLIDATED SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continued)

The Company had net deferred foreign currency translation gains of $168.000 and $2,166,200 at
December 31, 1974, and 1973, respectively. The gain at December 31, 1973 arose during that year. The
reduction ir 1974 of the deferred credit represents the cffect of the unfavorable movement of foreign
currencies in relation to the United States dollar, Unrealized foreign currency exchange losses for 1972,
amouming to $447,000, were charged to income in 1972 and the net gain for 1971, amounting to $992,000,
was treated as an extraordinary credit,

NoTE 3. ACQUISYTIONS

In March 1971, the Company acquired certain photofinishing plants and the business and assets
relating thereto for a net cash purchase price of approximately $15,200,000. The results of operations
of the acquired business, which did not significantly affect consolidated revenues or net income for 1971, ;
have been included in the consolidated financial statements from the date of acquisition. : N

In 1972, the Company completed studies (including independent appraisals) to determine the fair
value of certain assets included in 1971 acquisitions and recorded at that time at tentative values. Asa
result of these studies certain reallocations, which did not have a significant effect on the consolidated
financial statements, of these tentative values were made.

The Company’s ownership of an Australian subsidiary, GAF (Austrelasia) Pty. Limited (formerly
Consolidated Reprographics, Ltd.), was increased to 100% at December 31, 1972 throuh cash purchases
of this subsidiary’s shares of capital stock from minority shareholders amounting to approximately
$156,000 in 1972 zand $1,479,000 in 1971

The Company has a 49% interest in Chemical Developments of Canada, Limited (CDCL) which
was acquired when that company was formed in 1949. Prior to 1971 this investment was included in
other investments and advances at a nominal value, and dividends paid by CDCL were included in other
income as received. During 1971 the Company adopted the equity method of accounting for the invest-
ment in CDCL. The resulting adjustment, consisting of $466,000 representing the excess of cost over
carrying value of the investment and $538,000 representing the Company's equity in undistributed earnings
for the period from 1949 to December 31, 1970, has been included in other investments and advances
with an offsetting credit to retained curnings az of December 31, 1970. The Consolidated Statement of
Income for years prior to 1971 Was not restated to include therein the portion of the adjustment applicable

. to those years since the amount thereof was not material (Note G).

S R

Norte 4. PROPERTY, PLANT AND EQUIPMENT
The ranges of annual depreciation rates generally were as follows:
Land improvements .........eeevieeenenans 2% -10%
Building and building equipment ............ 1%%-10%
Machinery and equipment ... .oeoiieienennns 3% -40%

1F THE AROVE PAGE IZ LESS CLEAN THAK THIE STATEMENT, IT IS -
'BUE TO PGO PHOTCGRAPHIC GUALITY OF THIS DOCUMENT.
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GAF CORPORATION
AND CONSOLIDATED SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Coatinued)

NorE 5. IncoMmE Taxes
Provision has not been made for income taxes on unremitted earnings of foreign subsidiaries, since i
any withholding toxes and United States income taxes payable on dividends based on undistributed
earnings would be substantially offsct by foreign tax credits. United Statcs income taxes have not been
l provided on the unremitted carnings of the Domestic International Sales Corporation subsidiary, aggre-
gating $4,922,00) through Decemler 21, 1974, because the Company intends to postpone indefinitely the

remittance of such earnings.

The principal sources of United States deferred taxes are:

o4 1938 j
Dollary in Thousands |
; Excess of tax over book depreciation ..........coiveeriiiins e $2297 $2451 |
H Gain on reacquisition of 5% convertible notes «.......oiiiiiienn 2,714 2,958
: Depreciation adjustment related to deferral of gain on debentures ... (375) (203)
f Excess of book over tax basis of assets written off in connection with
¢ phase out of Linden dyestuff and pigment operations and book reserves
£ established in connection therewith ......ooiiiiieiiiinie (144) (1,284)
¢ Office relocation eXpenses .......eev viunes e (1,352) -
Amortization of excess of market value over w:lus price of stock issued
under the Company”’s Stock Purcbase Plan . ..., (348) (473)
Excess of book over tax provision for bad debts ...... sevrane Ceeneen (506) (120)
Executive Incentive Compensation bonus payments sccrued in excess of
payments made during prior years ....o.veiii.. e . (278) 93y
Provision for estimated expenses in connection with sale of certain
PIOPETEY 4 v eevnnnesvaniaennnemsuuiesaauurnssemniiene e (312) -
Other, net ....... o earrer e s e teeitratios N __i@ 550
; $1,742 $3,786 |
! The effective tax rates were 42.0% and 4449 in 1974 and 1973, respectively. The reasons for the VI
L differences f-om- the statutory rate of 48.0% are as follows:
- H %o of Pretex Income
! 1974 1973
. ; SEAULOLY TALE +1vv v evuirivrnnensiaiisessorransssensarionenssins 48.0% 480%
: Trcreases (decreases) in taxes resulting from:
P United States investment tax credit ............. . . {36) (38)
i State and local income taxes, net of United States income tax benefit 2.0 25 o
Other—uet .. 23
i Effective tax at€ ..oiiieeneniniiiianenn, P 44.4% :
40
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GAF CORPORATION
AND CONSOLIDATED SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS— (Continaed)
Notr 6. LonNec-Txim BisT AND ErvioExs RESTRICTIONS
Long-term debt at December 31, 1974, and 1973 was as foilows:

1974 1973
Dollars in Thousands
6Y:% Swiss Franc Note due October 1, 1976 translared at ycar-end
exchange rate $ 19,650 $ 15,395

Promissory Notes, gayable to banks, due May 15,1980 ....... PR 24,000 24,000
Promissory Notes, payable to banks, due December 31, 1981 60,000 —_

5% % Convertible Subordinated Notes due April 1, 1983 with annual
vepayments of $200,00C on each April 1 through 1982 and belance
of $1,800,000 payable April 1, 1983 t.oviivniriiinenianarnniees 3,400 3,500

5¢%5 Convertible Subordinated Notes due April 1, 1994 with annual
repayments beginning April 1, 1990 8,200 26,700

5%% Sinking Fund Debentures due December 1, 1991 with annual
sinking fund payments of $2,500,000 on each December I, less
$1,653,000 and $3,153,000 in tre.sury in 1674 and 1973, respectively 40,847 41,847

Other notes, which bear interest at 354% to 9% and mature at various
dates to 1986 30,319 25,067

L e veee. 186416 136,609
Less portion due within c:ne year 5,243 893

Long-term debt, less current portion $181,173  $135,716

The promissory noies due in 1980 bear interest at 118% of the prime commercial lending rate
through May 15, 1975; 122% of such rate through May 15, 1978; and 128% of such rate thereafter.
Outstanding borrowings at December 31, 1975, are repayable in quarterly installments commencing in
1976.

The prraaissory notes due in 1981 bear interest at 115% of the prime commercial fending rate.” Qut-"
standing borspwings at December 31, 1975 are repayable in quarterly installments commencing in 1977,
Pursuant to arrangements in connection with these notes, a compensating balance of 10% ($6,000,000 at
December 31, 1974} of the outstanding debt is to be maintained.

The 514% convertible subcrdinated notes are convertible into shares of common stock. at any time
prior to April 2, 1976, at a conversion price of $28.72 per share (subject to anti-dilution adjustments in
specified circumstances).

41
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GAF CORPORATION
AND CONSOLIDATED SUBSIDIARIES

WOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Coutinaed)

The 5% <envertible subordinated notes are convertible into shares of common stock, at any time,
at a conversica pricc of $27.5 per share (subject to anti-dilution adjustments in specified circumstances)

he tota! amount of long-term debt maturing in 1976 is $31,035,000, in 1977, $22,507,000, in 1978,
$25,717,060, and i 1979, §23,723,600. The 57%% Sinking Fund Debentures beld in treasury may be
used to reduce the amount of the annual sinking fund payments. None of the long-term delt is pledged,
held by or fur the account of the Company, or held in sinking or other special funds, except for $1,653,000
and $3.152,000 of the 574% Sinking Fund Debentures held in trcasury at Deceber 31, 1974 and
December 3i, 1973, respectively.

At December 31, 1974, the Company had domestic lines of credit, aggregating $65,500,000, with
interest generally at the prime commercial lending rate. Pursuant to certain of the domestic arrange-
ments urder which lines of credit were established, compensating balances are generally required to equal
20% of the outstanding borrowings and 10% of the unused portion of the lines of eredit. At December
31, 1974, borrowings in connection with the lines of credit were $5,000,000 and compensating balances
amounied to approximatcly $4,375,000.

Dividend: are restricted under provisicns nf certain loan agreements. Under he most restrictive of

these provisions, shareholders’ equity cannot be reduced below $348,214,000. Shareholders' equity at
Deceruber 31, 1974, was $358,669,000.

The promissory notes due in 1981, referred to above, were issued in December 1974 and the proceeds
were used to refinance certain short-term debt. As a rcsult of this refinancing, short-term debt at December
31, 1974, was $32,431,000 as compured to an average of $69,000,000 for the year 1974; the maximum
amount of such borsowings which were outstanding; 2t any month end during 1974 was $91,000,000.
The average interest rate on the year-end halance was LL.5% as compared with an average of 11.0%
for the ful} year.

Nore 7. CaPITALSTOCK

The $1.20 convertible preferred stock, dividends on which ure cumulative, s convertible, at any time,
into common steck at the rate of 134 shares of common stock for each share of preferred. The Company

.. may redeem the preferred stock at specified prices ranging from $29.00 per share through May 31, 1975,
to $27.50 per share after May 31, 1977,

The voluntary or involuntary liguidation value of the 3029011 outstanding shares (3,105,411
snares issued fess 76400 shares held in treasury) of $1.20 Convertible Preferred Stock at Decem-
ber 31, 1974, aggregating $83,208,000, exceeds the assigned value by $26.25 per share, or a toia! i
$79,512,000. In the opinion of counsel for the Company, retained earnings are not restricted as to payment

of dividends on Common Stock by reason of the liquidation preferences of the $1.20 Convertible Pre-
ferred Stock.

I¥ THE ABOVE FAGE IS LEES CLEAR THAN THIS STATEMENY, IT(3 .
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GAF CORPORATION
AND CONSOLIDATED SUBSIIARLIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS--(Continued)

The number of shares of the Company's capital stock reserved for issuance at December 31, 1974
and 1973 were as ‘ollows:
1974 13
$1.20 Converiible Preferred Steck :
Reserved for payment of defarred stock awards under incentive

cOmPensation PIAN L .vvruiiviieeieiiiiininas 2,148

1516
Common Stock:
Reservea for conversion of $1.20 Convertible Preferred Stock,
ncluding 1.89% and 2,685 chates, respectively, for deferced
Stock awards ... iiiiii i e, 3,788,159 3,883,946
tesecved for exercise of stock options . 509,750 509,750
Reservad fur conversion of $3:% Convertible Subordinated Notes 118,384 125,348
Resevved for conversion of 5% Convertible Subordinated Notes,, 298,182 970,909
Reserved for sale under the Stock Purchase Plan ............, . 397200 362,000
5111675 5851953

None of the shares outstanding is held by or for the account of the issuer thereof and no shares, other
than :tsted abcve, are reserved for officers and employees or for options, warrants, conversions, or other
rights.

Norz 8. SrTock OPTION AND STOCE PURCEASE PLANS

Under the provisions of the Company’s 1965 qualified stock option plan, options to purchase shares
of Common Stock may be granted to key employees during a ten-year pericd ending March 31, 1975,
The prices at which options may be granted may tiot be less than 100% of the fair market value of the
shares on the dates the options are granted, The options are exercisable after a one-year waiting period
and terminate five years from date of grant.

Options outstanding by year of grant at December 31, 1974 and 1973 were as follows:

1974 1973

Year of Qgtion Price Numberof  Total Number of Total
o Gram ) ) PerShare  Shares OptionPrice  Shares  Option Price
1969 v veeenrerenssennnen, $17.313 - 5 - 19350 $ 335000
10.1875 ~ 11.000 8,300 86,000 9,800 101,000
20875 -23.375 41,500 866,000 68,000 1,445,000
12,687 74250 942,000 78,250 993,000

9.500 54,000 513,000 —_ —
178,050 $2,407,000 175400 $2,874,000

T i B
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GAF CORPORATION i
AND CONSOLIDAYED SUBSIDIARIES '

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Contlnaed)
At Deremuber 31, 1974 and 1973 there were 331,700 and 334,350 shares, respectively. reserved for

¢ the granting of 2dditional options. :
Optiins iecame exzreissble as follows: "
. Market Price on Date :
K Yarr Kumber of _ Ogtion Price First Exercisable : -
(RPN Exercissble Stares Per Share Toul Per Share Total '
R 1970 . oinnnnen S0500 $17.313 $ 874,000 $10062 $ 508,000 '
W 1971 v en. 21000 101875 - 11,000 319000 19687 -19937 611,000 i
N 1972 R - - - - ‘
\ N 177 E N 63,000 20875 ~23.375 1445000 10937 -11.562 750,000 :
il 1974 .. ooiiian, 74250 12,687 942,000 8.667 645,000
Common Stock options exercised were as ‘ullows: i
e . Market Price on :
2] Year Ended Number of 0"?:0‘_\}:!"1_‘:5___ Date Exercised
: ; December 31, Shares Per Share Total Per Share Total
’ 970 e - $ — $ — § — $ — f
: i 1971 coniieiinne 3700 10.1875 -17.313 45,000 19.75 -24.625 80,000 .
: ° ‘ 1972 (oiiiiiiinnnn 57750 10.1875 - 25.375 997 X000 21,125 -27.00 1,434,000 '
- 1973 oo 1,600 10.1878 10,000 14812 -21.1875 18,000
1974 ..., ees - — — -

Options for 124,050 and 97,150 shares, having an aggregate option price of $1,894,000 and $1,881,000
respectively, were exercisable at Decesmber 31, 1974, and 1973, respectively.

$1.20 Convertible Preferred Stock options exercised were as follovws:

Market Price on

Year Ended Number of .. Option Price ___ DatcExevcised
December J1, Shares Per Share Total Per Share Total
1970 ...iiieiiennn 1,150 $13.50C -19.375 S 21,000 $20.125 -24.000 $ 27,000
1971 .ooo.lle veee. 7840 13.500 ~18.375 140,000 21.000 -30.750 176,000 o
. 1972 Lieeiiiiien. o 2818 13500 17750 - 42000 - 28.i25 -32.000 86,000 !
1973 ceviiieinins - - - - - T
1974 .iiiviiriiinee == - - - - ‘

The proceeds from stock options sexercised were credited to the Preferred and Common Stock
accounts in the anount of the assigned or par values of the respective shares issued, and the excess was
credited to additional paid-ia capitel.

Under the provisions of the Company’s 1969 Rastricted and Unrestricted Stock Purchase Plan, |
650.000 shares of Common Stock may de sold to key employees. The Stock Purchase Plan as originally ‘

4
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GAF CORPORATION
AND CONSOLIDATED SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Coutna:$)

adopted provided that restricted and unrestricted shares may be sold at prices which 217 nei less than
20% and B0%, respectively, of the closing market price preceding the ‘late on whict an ~m} ayee is
designated as one to whom shares may be offered for sale. The minimum purchase price of restricied
T shares urder the Stock Purchase Plan was raised from 20% to 565% of such market price in accordance.

g with a court-approved settlement terminating certain shareholders’ derivative liigation. The excess of
quoted market value over the aggregate sales price for restricted shares sold is being amortized by
charges to incume over the restriction period. The unamortized bulance 1o be amortized through the
period ending October 12, 1983 amounted to $1,316,000 and $2,302,000 at December 31, 1974 and 1973,
respectively. Under certain conditions, the Company las the right to repurchase restricted shares of
Common Stock at the original selling price. These repurchased shares are held in treasury,

No1z 9. RETiREMENT PLANS
The following is a sumimary of \..nsion costs:

e

. The actuarially computed value of vested benefits excecded the total of pension funds and accrued

. liabilities for pension costs by $40,300.000 and $22,566,000 at December 31, 1974 and 1973 respectively.
o The estimated unfunded prior service cost at December 31, 1974 was $46,000,000. The Company does
it not anticipate any significant increase in the required contributicns to the pension funds as 2 result of
the 1974 pension reform act. However, under the act, the Company is liable in the event of termination
of plans for any guaranteed benefits (as defined by the act) in excess of the plans’ net assets, limited to
309% of the Company’s net worth at the time of termination. Such liability for guaranteed bencfite
at December 31, 1974, is not readily determinable, but would be less than the unfunded vested benefits
at that date. Fellowing the general decline in security prices during 1974, the market value of the funds
decreased by approximately $18,000,000.

N
Y
% Note 10. EXecurIvE INCENTIVE COMPENSATION
) s The Company has an Executive Incentive Compensation Plan that provides for bonuses to key
R executives of the Company based on consolidated net incote (as defined). The provision for such
bonuses was as follows:
’ Year __Amount
1974, civeniiiiiiiiiiiiiin, $2,273,000
1,754,000
1,624,000
: 1,265,000

'S“ Losu RE ® IF THE ABOY/E PATS IS LESS CLEAR THAN THIS STATEMENT, ITIS
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GAF CORPORATION
AND CONSOLIDATED SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continued)

Note 11. SUPPLEM=NTARY INCOME STATEMENT INFORMATION
The following table summarizes suplementary income statement information for the five years ended

December 31, 1974, Carged to Costs and Expenses
. For the Year Ended December 31,

: Ios w0 w2 am n

. Dollars in Thousands
Mainten"apce and Tepairs ...i.iiveei.... $41344 $36079  $34,059  $33,823  $30,889
Depreciation of property, plant and equipment 24,212 23,200 25,400 24,550 22,023
Taxes, other than taxes on income:

Social Security and unemployment . ..., 15,388 14,521 12,475 9,385 7,675

Other . i, 7,738 7,430 7,173 6,650 6,539
Rents oo, 14,532 14,092 13,283 12,022 11,296

Note 12, COMMITMENTS AND CONTINGENT LIABILITIES

The Company is obligated under various long-term, noncancelable leases at December 31, 1974, as !

follows : Aggregate Rental By Period
Land and Buildings and
Land Building Machinery and
Improv ts Equi t Equi Total
Dollars in Thousands
1975 ..ooooiiiii. $68 $ 4892 $2,119 $ 7,079
1976 ... . 36 4,709 1,594 6,339
1 ... 32 4,630 %7 5,569
1978 ...........¢ 504 5,086
1979 ..ol 147 4419
1980-1984 ........ 183 45 19,504
1985-1989 ........ 190 11,401 — 11,591
1990-1984 ........ 6 9,029 9,035

— g, 4317

The above amounts are for existing leases and do not represent a forecast of future

b .
M ‘ ;
The Company has financing leases as defined by the Securities and Exchange Commission. Tle-‘\

present value of commitments applicable to these leases is less than five percent of the sum of long-

term

debt, shareholders’ equity and the present vaiue of such jeases. The impact on 1974 net income which

would have resulted if these leases were capitalized is less than three

the years 1572 to 1974,

percent of average net income for

The Company had commitments of approximately $9,900,000 at December 31, 1974, for the acquisi-

tion of property, plant and equipment.

At December 31, 1974, there were certain lawsuits and claims
opinion of management, the ultimate disposition of these matters wi

consolidated financial position,
: 46

pending against the Company. In the
Il not materially affect the Company’s

DISCLOSURE
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PART II
INFORMATION NOT REQUIRED iN PROSPECTUS

Item 10. Other Financial Statements und Schedales.

Unconsolidated subsidiaries, when considered in the aggregate as a single subsidiary, do not
constitute a significant subsidiary, and consequently their separats balance sheets ave omitted from
the Prospectus.

Separate financial statements of the Registrant are omitted beause its total assets, exclusive
of javestments in and advances to consolidated subsidiaries, constitute 75 per cent or more of the
total assets shown by the latest consolidated balance sheet filed and total gross revenues for the
Jatest period for which profit and loss statements are filed, exclusive of interest and dividends
received, or equity it income, from the consolidated subsidiaries, constitute 75 per cent or more
of the total gross revenues shown by the consolidated profit and loss statements filed,

The following financial statements are included in the Prospectus:
Consolidated Statement of Income for the five years ended December 31, 1974
Consolidated Balance Shect as of December 31, 1974 and 1973

Consolidated Statement of Changes in Financial Position for the five years
ended December 31, 1974

Consolidated Statement of Shzreuolders’ Equitr fnr the five years ended
December 31, 1974

Notes to Consolidated Financial Statements

Schedules and historic financial information are omitted because of the absence of the
conditions under which they are required or because the required information, where material,
is shown in the financial statements or the notes thereto,

Item 12. Other Expenses o« f lssuance and Distribution.

The estimated expenses, all of which are to be paid by the Registrant, incurred in connection
with this amendment to the registration statement are:

Printing COSES +vvvuneererecnvaerneneonnneen

...................................

.............................

Item 13. Relationship with Registrant of Experts Named in Registration Statement.

None.

Item 16. Other Documents Filed as a Part of the Registration Statement,
(a,) None
{b.) Exhibits:

4(b)8 —Term Loan Agreement dated as of December 26, 1974 between GAF Corpo-
ration, Morgan Guaran;ry Trust Company of New York, Credit Suisse,
Manufacturers Hanover Trust Company, Chemical Bank, First National City
Bank, Irving Trust Company, Bank of America National Trust and Sav-
ings Association and Mellon Bank, N.A. (Incorporated by reference to
Registrant’s Form 8-K for December 1974 éCommission File No. 1-5026)
Exhibit (h).)

-1
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4(5)9(i) —Form of Rensselaer Ceunty Industrial Development Agency—1974 Series A
Pollution Contro! Revenue Bond (GAF Corporation—Sterling Drug, Inc.
Facility) dated July t, 1974,

Guarzaty by the Registrant to Morgan Guaranty Trust Company of New York
- of 61.7% of the principal and interest on Rensselaer County Industrial De-
velopment Agency 1974 Series A Pollution Control Revenue Bond (GAF

Corporation—Sterling Drug, Inc. Facility).

Lease Agreement dated as of July 1, 1974 among the Registrant, Sterling Drug,
Inc. and Rensselaer County Industrial Development Agency.

Assignment of Lease dated as of July 1, 1974 between Rensselaer County
Industrial Development Agency and Morgan Guaranty Trust Company of
New York.

Bond Purchase Agreement dated as of July 1, 1974 between Rensselaer County
Industrial Development Agency and Morgar Guaranty Trust Company of
New York.

Resolution adopted May 1, 1974 authorizing issuance of a pollution control
revente bond by the Rensselaer Counity Development Agency.

Resolution adopted August 5, 1974 of the Rensselaer County Legislature pledg-
ing protection to bondholders.

The Registrant agrees to furnish a copy of the above instruments to the Com-
mission upon request. The above instruments are omitted because the total
amount of the securities guaranteed dozs not exceed 5% of the total assets
of the Registrant and its subsidiaries on a consolidated tasis.

4(b)9(ii) —Form of Broome County Industrial Development Agency—1974 Series A
Poll;;i;)n Contro! Revenue Bond (GAF Corporation Farility) dated May
1, 1974,

Guaranty hy the Registrant to Morgan Guaranty Trust Company of New
York of the principal and interest on Broome County Industrial Develop-
ment Agency 1974 Series A Pollution Control Revenue Bond (GAF Cor-
poration Facility).

Lease Agreement dated as of May 1, 1974 between the Registrant aad
Broome County Industrial Development Agency.

Assignment of Lease dated as of May 1, 1974 between Breome County In-
dustrial Development Agency and Morgan Guaranty Trust Company of
New York.

' Bond Purchase Agreement dated as of May 1, 1974 between Broome County
Industrial Development Agency and Morgan Guaranty Trust Company of
New York,

Resolution adopted February 7, 1974 authorizing issuance of a pollution con-
trol revenue bond by the Broome County Development Agency.

Rtle:oll&ltion of the Broome County Legislature pledging protection to bond-
olders.

The Registrant agrees to furnish a copy of the above instruments to the Com-
mission upon request. The above instruments are omitted because the
total amount of the securities guaranteed does not exceed 5% of the total
assets of the Registrant and its subsidiaries on an consolidated basis.

14 —Computation of Earnings Per Common Share for the Five Years Ended De-
cember 31, 1974.

112
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SIGNATURES

Pursuant to the requirements of the Securities Act of 1933 the Registrant has duly
caused this Posteffective Amendnient No. 3 to the Registration Siatement to be signed
on its behalf by the undersigned, thezennto duly authorized, in the City and Stale of
New York on the 26th day of March, 1975.

CAF CORPORATION

By Jesst WERNER
(Jrsse WrrNER, Chairman and President)

Pursuant to the requirements of the Securities Act of 1533, this Post-effective Amend-
nient Ne. 3 to the Registration Statement kas been signed below by the following persans
in the capacities and on the date indicated.

Signature Title Date
Jesse WERNER Chairman and President, March 26, 1975
(Jrsse WERNER) Director (Principal
Executive Officer)
Janzs T. SnEswin Executive Vice Presidext, March 26, 1975
(James T. SHERwIN) Director (Principal
Financial Officer
EowArp J. DevLIN Vice President and Con- March 26, 1975
(Eowagp J. Deviin) troller {Principal Ac-
counting Officer)
T. RoLAND BERNER Director March 26, 1975
{T. RoLaND BemNER)
PuiLie B. Davtos Executive Vice President, March 26, 1975
(PuiLte B. DALtoN) Director
Kensurer C. FosTER Director March 26, 1975
(Kexnzre C. Foster)
Rainer E, Cuy Director March 26, 1975
{Rawver E. Gor)
Wi PEYTON MARIN Director March 26, 1975
(Wu, PeztoN M. 7N}
JurrerTeE M. MoraN Exegutive Vice President, March 26, 1975
(Juirerrs M. Mogax) Director
.................................. Director March 26, 1975
(Jauzs J. O'Leany)
Vicror E. Rockrrn Director March 26, 1975 oo
(Vicror E. RockmiLL) -
Howazp S. TURNER Director March 26, 1975 L
(Howasn S, Turnim)
I1-3
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POWER OF ATTORNEY

We, the undersigned officers and divectors of GAF Corporation, hereby severally
conetitnte Jessn Werner, James T. Sherwip and Frederick W, McNebb, Jr., and each of them
singly, our true and lawful attorneys, with full power to them and each of them to aign
for us, aud in our names in the capacities indicated below, any and alf amendments to
the amended registration statement dated Mareh 31, 1975 filed with the Secarities
and Exchange Commission for the purpose of registering the Common Stock of GAF

. Corporation, hereby ratifying and confirming our signatures as they may be signed by
our said attorneys iv any and ali amendments to said registration statement,

Witness our hands and common seal on the date set forth below,

[szar]

Signature

Title

Date

JEssE WernEr
(Jessz WezNer)

James T. SuErwin
(JaMes T, Suwin)

R : Eowaro J. DevLin
NI ‘ . (Eowagp . Devin)

T. RoLAND BERNER
(T. RoLaND Bemner)

PaiLie B. DaLron
(Prmie B. Davtor)

Kexnern C. Fosten
(Kennern C, Fosten)

Rainer E. Gur
(Ramvez E. Gur)

Wy, PeEvroN MaRIN
(Wu. Peyvion Mazv)

. JuLierTE M, Moran
(JuLerte M. Mopax)

.............................

Vicror E. RocrHitL
{Vicror E. Rocxaus)

HowAgp S, Tm:i«zi
(Howazp S, Tuanzz)

Chairman and President,
Directos (Principal
Executive Officer)

Executive Vice President,
Director (Princigal
Financial Officer

Vice President and Con-
troller (Principal Ac-
cournting Officer)

Director
Executive Vice President,
Director
Director
Director
Director
Execuiive Vice President,
irector

Director

Director

Director

March 26, 1975
March 26, 1975
March 26, 1975

March 2€, 1975
March 26, 1975
March 26, 1975
March 26, 1975
March 26, 1975
March 26, 1975
March 26, 1975
March 26, 1975

March 26, 1975
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CONSENT OF INDEPFNDENT ‘CERTIFIED PUBLIC ACCOUNTANTS

GAF CorroRaTION:

We hereby consent to the use in this Post-Effective Amendment No. 3 to
Registration Statewent No. 241036 of our opiniou dated February 7, 1975
appearing in the Prospectus which is a part of such Registration Statement, and
to the references to us under the “ieadings “Financial Statements—Experts” and
“Consolidated Stateraent of Income:” in such Prospectus.

HaskINS & SELLS

New York, News York
March 28, 1975
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GAP CGRPORATICN ) '
AND CONSOLIDATED SUBSIDIARTES

COMPUTATION OF EARNINGS PER COMMON SHAKE Exhibit 14

FOR TUE FIVE YEARS ENDED DECEMBER 31, 1974

%
3
i
;
i
4

Item
No.
Prisary Earnings fer Common Share: Vear Ended December 31,
Baned on Net Income: YN —i97 1972 1971 1970
1 Earnings applicsble to common stock (per statement of censolidated

L0COME) 4+ v+ sunresnecansrnnssronasanannsonssnocsvenseorsaeecseendeen, $28 780,000 $25,198,000 $§23,947,000 $_9,672,000 $10,898,000

2 Weighted average number of shares of common stock outstanding
during the yea~ (Hote 1)....ccviiivnans ceeeseesnsn 12,518,000 13,631,000 13,687,000 13,609,000 13,554,000
3 Primary net incode per common share (item 1 + 1tem 2) (Note 2).es.vss s”a?ﬁ Sagaﬁ Shﬁ smé}é?‘l‘: $=é==‘—_':;3

¢ Baged on lncome before exr.uo:dhary items:
f 4 Item 1 @bOVE. . cveessvocnstrnrnnnenss P TR TTeT R $ 9,672,000 $10,898,000
5 Add (deduct) atnordimxy charges (:redits) (per statement of
consolidated income)...... 8,433,000  (6,300,000)

6 TOtaLeieaeoontetcrenanrioinssnenss . 18,105,000 4
7 Primary earnings per cmon share has:d on 1ncom= befo\e extrnordinaty WRE s"‘"m
dtems (1tem 6 ¢ 1tem 2)iucieseiiianecaniisscecsssiiieiteissnnansions N/A N/A N/A $ 133§ 3
Fully Diluted Serniogs Per Common Share ——— Semse—ms i
5ased on Nat Income:
Items itcluded {n computation, where effect would be dilutive: N/A
8 TEEM I ABOVE.ersrrasacossrssasansssossssssrenensesssvarnnnrseroecer:es $28,788,000 $25,198,000 $23,947,000 $10,£38,000
’ g Add preferved stk dividend req (per st. of c:mueli—
dated {nCOMe) eers e viesisensnesarsnsesieesocasssssissscscononosarns 3,705,000 3,726,000 3,159,000 N/A
Add interest expense, less income tax effect: .
10 5% convertible subor:inated notes (issued in 1969)....ccevuvevcarens 263,000 886,000 1,297,000 1,270,000 4
11 5% coavertible suboxdinated notes. $ 95,000 104,000 109,000 N/A
12 32 851 000 sw 914,000 $2°,112,000 $12 168,000 .
4dd assumed conversion of velghted .werage of sharee of preferred
stock and convertible subordinated mnotes outstanding during the
year to shares of common stock at the beginning of the year:
14 51.20 convertible preferred stock (shares X 1.25)cccessivaracaces 3,857,000 - 3,881,000 3,880,000 N/A
15 5% convertible subordinated notes ($10,725,000 in 1974, $34,017 ,500 !
in 1972, $49,900,000 4n 1972 and $50,000,000 in 1970 + $27.50).... 390,000 1,237,000 1,815,000 1,818,000
16 541 convertible subordinated notes ($3,446,000 in 1874, $3,650,000 i
in 1973 and $3,850,000 in 1972 ¢ $28.72)..ccuvirercnccnsncncnaien 120,000 127,000 134,000 N/A !
Add assumed exercise of stock options using the treasury stock
method:
17 $1.20 convertible preferred BLotK...suisieioavessrseasranscocsesnsse - - - 2,000
18 Conmon BEOCK. i tsevvasrrirsnensies . — = 9000 ___ 1%000 NA
19 TOLALessensererrasessnserasaserasssonariosssnnsenssrsosnsessesrens AL2989,000 18,385,000 Mgm 15,414,000 :
20 Fully diluted esruiugs per common share based on met income
(item 12 + 2tem 19).iierevuiannnnrrirsesonserasasisaisane $ 1.84 § 158§ 1.49 $ 19
{ R ) RN {Continued) - 1
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GAF CORPORATION
AND CONSOLIDATED SUBSIDIARIES
COMPUTATION OF EARNINGS PER COMMON SHAKE
FOR THE FIVE YEARS ENDED DECEMBER 31, 1974

- Fully Diluted Earnings Per Common Share
""" Based on Net Income (continued):

40
41

Items excluded from conputation, where effect would be anti-dilutive:

Aseuning conversion of preferve
Ttem 1 8bovesceesssorevovesrontanrvasvenas . er
Add preferred stock dividend requirements. . ciaee
Totalesseasassanssocranns e es
Item 2 above-ceserrasvaas .
Add assumed 1ssuances of common n:ock s
Totaleseiceasaossssasoses
Net income per compon share 1tm 23 + item b1) PR aeen
Assuning conversion of 54X cmwvuhle subordinated mnotes
Ttem 1 @bOVE.cscecrrscaveacrann s reserireresareasianans
Add interest expense, lesc inco ~u effect, for S4% notes.
Totalesveneacasassarevononnons  sanssne
Item 2 8bOVE. s riorsoconanstracssnoossn
Add assumed issusnce of common ctock (4,0
TOLALeseocasasaarssoroscorsssansoransrasosessssncans
Net income per common share (item 30 + item k) JUPRIN
Assuming conversion of 5X convertible notes
TEED L GDOVEa s sasrssrsnaoassarsnasssssrononciersnsnsecsssnoonssssston
Add interest expense, less income tax effect, for 5% notes
F 1)
Itom 2 BbOVe.«eesrsrssocccsraonars
Add ansumed igeuance of coumon atock ($49 900, 000 in 39
X 58.6% representing portion of the year outstanding)......eeiiene

feseresataerisirataconas scesnne

cere

Totalesasssnocrnse
Net income per common share (1:; 37 + 1item 40)...

P T T T T PR T R PP R PR ST TR TR

* Anti-dilutino less than §.01.

Exhibit 14

Year Ended December 31
7 T S |7 /U 1) S U |1}

C ¥R

A

WA -
$ 9,672,000 $10,898,000
ST im0
vi. N k
» DU, » »
3,963,000 3,954,000
i i

$ 9,672,000 $10,898,000

114,000 112,000
$.9,786,000 $11,010,00C
13,609,000 13,594,000

139,000 __ 139,000
13,748,000 133,
3 LY L CQ*

§ 3,672,000

1,297,000

$10, 969,000

13,609,000
1,815,000

15,424,000

,71%

o
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GA¥ CORPORATION
AND CONSOLIGATED SUBSIDIARIES
COMPUTATION OF EAANINGS PER COMMON SHARE Exhibit 14
FOR THE FIVE YEARS ENDED DECEMBER 2, 1974

Iten
No.
Pully Diluted Barnings Per Common Share Year Ended December 31
Based on Incoms Before Extraordinary ftems I 1972 971 T 1970
Trema {ncluded in computation, where effect would be dilutive: NI N/A N/A
42 Itea 6 gbove......evevvnnnrrnnn,a,, ertteiseetieitetetaennnan $18,105,000 $ 4,598,000
43 Add preferred stock dividend requirssents (per statement of .
consolidated £0eMe)eseniiiensn,,,... rereeiisricareeienas 3,802,900 N/A
Add interest expenae, less income tax offect:
44 5% convertible subordinated notes (issued {n 1969)..........,. 1,297,000 1,270,000
45 54T convertible subordinated notes..... 114,000 N/A
46 Total......,.. . ERT TR $23.318.000 $ SIB“lOW
47 Iten 2 above.. “eeeitattsiiiiaaaaes 13,609,000 13,594,000
Add assumed conversion of share P tock and
convertible sul d notes ng at the end of the year
to shares of common stock at the beginaiag of the year:
48 §1.20 convertible preferred stock (shares X L25)eiiiiiiiiiiininnnn 3,963,000 N/A
49 5% convertible subordinated notus (i971 -~ $49,900,000 + $27.50
1970 - $50,000,000 + 32750) 1,815,000 1,818,000
30 541 convertible subordinnted notes (§4,000,000 + $28.72),.......... 139,000 N/A
Add assumed exercise of stock options using the treasury utock
method :
51 $1.20 convertible preferred stock.. 2,500 2,000
52 Conmon tocke..eirviaas oo 17,000 N/A B
53 Total vevevevruniinennen 19,545,000 m
54 Fully diluted aarnings per common share based on income bef. el el
extraordinary items (item 46 ¢ item 53).......... . $ 1.19 $ L38
Itens excluded from cosputation, where effect would be anti-dilutive: N/A N/A N/A ¥/A
Assuning conversion of preferced stock
55 1:-6ubovc......,..............‘...........,.n.........,.......... . $ 4,598,000
56 Add preferred stock dividend requirements (per statement of
consolidated incows)............ 3,795,000
57 Total........ $_8,393,00
58 Item 2 above. 13,594,000
59 Add assumed 1sscance of coxacn stoc! 3,954,000
60 Total.. reeeetittiiieiiireeetiratestetiitientiaiinans 17,548, 000
61 Earnings per common share bseed on income before extraordinary s o,
items (itom 57 + item L - ——
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GAF CORPORATION
AND CONSOLIDATED SUBS/DIARIES
COMPUTATION OF EARNINGS FEK COMMON SHARE

FOR THE FIVE YEARS ENDED DECEMBER 31, 1374 Exhibit 14
Item
. Ko,
Pylly Diluted Baruings Per Common Share Year Ended December 31, -
Bried on Income Before Extraordinary Items (continued): 1974 1973 1972 1971 1979
Itens excluded from computation, where effect would be .
anti-dilutive (continued):
Assyning converslon of 5% comvertible subordimated notes N/A R/A N/A N/A N/A
62 TEOM 6 BDOVE o ovevrnaasasnnssnrcssassonsssorsosorsoreences .
63 Add interest expense, less income tax effect, for 5% notes..
64 TOLALeoearnrnsorerarenrsatesonassosnnnnnsesenncanae
65 Item 2 aboVeseevearviessrnisacncnnas
66 Add assumed igsuance of common stock..
67 B
68 Income before extraordinary items per common share
(item 64 ¢ item L7
Assuming conversion of 5%% convertible subordinated notes N/A R/A N/A B/A  § 4,598,000
69 LEem 6 ADOVE. .t s eaterorenneosnsnnrronsosesnsssnnrsnsonsessesrnsens 112,000
70 Add interest expense, less income tax effect, for 547 notes........
$4!7101000
71 Totalessorsoaennscnsas . 13,594,000
72 Item 2 above ..... . 139,000
73 24d asgumed Lravence of common stock ($4,000,000 + $28.72).........
13,733,000
74 TOEBLe e et ttnnnnuneeresnnesonseesesnarsnascorannnssnnsonsssseennns e
75 Income befare extraordinary {tems per coswon share $ L 34%

(1tem 71 ¢ item 74)vevrssaneces

ceserisissecan

* Anti-d{lution less thsn $.0%.

Notes:

1 - The weighted average number of shares of common stock outstanding was computed
by adding the number of shares i} at the begi of the year and at
each month-end and dividing such aggregate amount by thirteen for the years 1973
to 1970, and at the end of each 10-day period and dividin; by 36 for 1974,

2.- A computation including the addition of the muber of shares to be issuad
(treasury stock method) upon the assumed exercise of options granted subsequent
to May 31, 1969 for the purchase of shares of common storx results in no change
in the amount of primary earnings per common share.

(Concluded) - 4
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HASKINS & SELLS

CERTIFIED PUBLIC ACCOUNTANTS
TWO BROADWAY

NEW YORK, NEW YORK 10004

i Mawch 24, 1975

To the Board of Directors of
GAP Cornoration:

At your request, we have read the description of the
facts set forth in a note to financial statements included in
your Form 10-K for the year ended December 31, 1974 relating to
the change in method of accounting for dyestuffs and pigments
inventories from the average cost method to the lagst-in, first-
out (LIFO) method. We hereby advise you that we concur with
such change in accounting.

Yours truly,

7‘;%44@% ‘-i""Je/eé,o
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